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WEDNESDAY, APRIL 13, 2011 

House of Representatives, 
Subcommittee on Investigations and Oversight, 

Committee on Science, Space, and Technology, 

Washington, DC. 

The Subcommittee met, pursuant to call, at 2:05 p.m., in Room 
2318 of the Rayburn House Office Building, Hon. Paul Broun 
[Chairman of the Subcommittee] presiding. 
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HEAHING CHARTER 

COMMITTEE ON SCIENCE, SPACE, AND TECHNOLOGY 
SUBCOMMITTEE ON INVESTIGATIONS AND OVERSIGHT 
U.S. HOUSE OF REPRESENTATIVES 

Green Jobs and Red Tape: 

Assessing Federal Efforts to 
Encourage Employment 

WEDNESDAY, APRIL 13, 2011 
2:00 p.M. — 4:00 p.m. 

2318 RAYBURN HOUSE OFFICE BUILDING 


Purpose 

The Subcommittee on Investigations and Oversight meets on April 13, 2011 to ex- 
amine the issue of green jobs and efforts to create them. The term “green jobs” gen- 
erally refers to employment in the alternative energy and energy efficiency indus- 
tries. One of the primary goals of the recent growth in federal incentives and fund- 
ing for alternative energy sources and energy efficiency industries has been the cre- 
ation of green jobs. 

The hearing will examine international efforts to create green jobs, as well as his- 
torical efforts domestically, including the American Recovery and Reinvestment Act. 
In light of the Administration’s recently announced “Winning the Future” initiative, 
the Subcommittee will explore the effectiveness of loan guarantees, subsidies, tax 
incentives, regulations, mandates, research, and other federal efforts to create green 
jobs. Under House Rules, the Committee has jurisdiction over all energy research, 
development, and demonstration projects; all environmental research and develop- 
ment; as well as the commercial development of energy technologies. 

Background 

Pre-2009 Incentives 

Prior to enactment of the American Recovery and Reinvestment Act of 2009 
(ARRA), the federal government provided a series of tax incentives for users and 
producers of green energy. These incentives were continued, and in many cases, ex- 
panded with the enactment of ARRA. These pre-existing incentives included tax 
credits for: 

• Biofuel production 

• Solar and fuel cell investments 

• Energy efficient appliances 

• Energy efficient commercial buildings 

• Energy efficient new homes 

• Renewable energy production 

• Residential solar and fuel cell installation 

• A range of tax credits for alternative fuel automobile technologies 

In addition to tax incentives, renewable energy portfolio mandates are also a 
means by which the public sector attempts to create green jobs. Currently, there is 
no federal renewable energy portfolio mandate, but 43 states have renewable energy 
portfolio mandates set by their State Public Utility Commissions that require a per- 
centage of each state’s energy usage to be generated by renewable energy sources 
such as solar, wind, biomass and hydroelectric. For example, the state with the big- 
gest long-term commitment, Maine, will require 40 percent of its energy to be gen- 
erated by renewable sources by 2017 while the state with the lowest long-term com- 
mitment, Pennsylvania, will require only eight percent by 2020. Seven states have 
either non-binding targets or non-percentage goals. 

Similar to mandates, regulations are often used as a method of encouraging green 
jobs development. By placing restrictions and limitations on certain energy sectors, 
governments can artificially influence the market by creating a disincentive for cer- 
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tain energy sources and technologies, therefore making others more financially via- 
ble. This increased demand creates jobs in a new sector, but as some argue, this 
comes at the detriment of employment in the regulated sector. Proponents of regula- 
tion as an incentive for job growth argue that the market is already unbalanced 
when it fails to adequately take into account externalities such as environmental 
impacts, and regulations simply force the market to account for those externalities. 

Loan guarantees are yet another way the federal government attempts to bring 
about green jobs. Created as part of the Energy Policy Act of 2005, the program 
leverages federal dollars by allowing the Department of Energy to guarantee the 
debt of privately owned clean energy developers and manufacturing companies in- 
stead of investing directly into these companies through grants or tax subsidies. 

Additional federal efforts aimed at increasing green job growth include subsidies, 
direct expenditures, and research and development. Subsidies and direct expendi- 
tures seek to directly affect the energy industry by providing funds to producers or 
consumers of energy. Federal research and development spending focuses on a vari- 
ety of goals, such as increasing U.S. energy supplies, or improving the efficiency of 
various energy production, transformation, and end-use technologies. Research and 
development expenditures do not directly affect current energy production and 
prices, but, if successful, they could affect future production and prices. 

ARRA Funding 

ARRA contained over $60 billion in tax credits and grants to fund various federal, 
state, local, and private sector efforts related to alternative energy and energy effi- 
ciency including $21.6 billion in tax credits for renewable energy and $45.2 billion 
for direct appropriations. These funds were in addition to pre-existing tax incentives 
and federally funded research and development efforts in the same areas. ARRA 
funding and incentives for alternative energy and energy efficiency had several pur- 
poses: 

• Research and development by public and private scientists to develop new 
sources of energy and to lower the cost of existing technologies 

• Reductions in overall energy usage through tax incentives and grants to re- 
ward particular actions and investments 

• Commercialization of alternative energy technologies 

• Job creation in these sectors of the economy 

ARRA tax credits expanded pre-existing incentives for renewable energy and cre- 
ated several new ones, resulting in more projects becoming financially feasible. 
ARRA direct appropriations were used for significantly more research and develop- 
ment, increased block grants to states for weatherization of residential properties 
and consumer purchases of energy efficient appliances, federal grants for advanced 
battery manufacturing, alternative fueled vehicles, increases in federal building en- 
ergy efficiency, smart grid development, and loan guarantee programs. The vast ma- 
jority of the jobs created by ARRA are believed to be in weatherization projects of 
residential homes. 

To address concerns that new funding benefit Americans, Section 1605 of ARRA 
contained a “Buy American” provision that required stimulus funds to be spent only 
on American steel, iron, and manufactured items, subject to three exceptions for 
non-availability, unreasonable cost, and inconsistent with the public interest. The 
Department of Energy’s Office of Energy Efficiency and Renewable Energy (EERE) 
is responsible for issuing these waivers. To date, EERE has issued 44 non-avail- 
ability categorical waivers and three public interest waivers, two of which are no 
longer in effect. The categorical waiver items cover a range of items, from specific 
products such as LED lamps for television studio lights to broad categories such as 
all Energy Star rated in-wall air conditioners. It appears that no statistics have 
been collected to determine how many jobs have been created overseas as a result 
of these categorical waivers, some of which cover broad areas of manufacturing. In 
addition, large scale wind projects have turned to wind turbines in Europe and 
China to build American wind farms. These projects have received project waivers 
to allow the importation of foreign manufactured wind turbines. 

FY12 Budget Proposal 

This February the Administration released its “Winning the Future” initiative, as 
well as the “Strategy for American Innovation,” and the “Startup American” cam- 
paigns. The goal of these proposals is to “bring ^eater income, higher quality jobs, 
and improved health and quality of life to all citizens.” Some of the main goals out- 
lined in these agendas include: 
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• The development of a Clean Energy Standard which would call for 80 percent 
of the nation’s electricity from “clean” sources by 2036 

• Increased funding for the Advanced Research Projects Agency — Energy 
(ARPA-E) 

• The creation of three Energy Innovation Hubs 

• The Reauthorization of the Clean Energy Manufacturing Tax Credit 

• Funding to reach the goal of one million advanced technology vehicles on the 
road by 2016 

• Two $1 billion initiatives for investing in early-stage seed financing and other 
incentives to invest in high-growth startups 

• Permanent extension of the Research and Experimentation Tax Credit 


Issues 

Defining and Calculating Green Jobs 

Jobs are typically considered “green” when they involve alternative energy or in- 
creased energy efficiency. More uncertain is how to count jobs that are somewhat 
related such as the truck drivers who deliver solar panels across America, the state 
employees who process the tax credits for energy efficient appliances, and the con- 
sultants that advise cities and states on how to improve energy efficiency. At its 
broadest scope, green jobs could include: 

• Factory workers that manufacture solar panels, wind turbines, etc. 

• Architects and engineers who design these manufactured goods 

• Construction workers who increase the energy efficiency of existing homes 
and buildings by installing insulation, caulking doors, and installing new 
more efficient windows 

• Factory workers who manufacture the same insulation, caulk, and windows 

• Truck drivers who deliver energy efficient appliances to job sites 

• Construction workers that install solar panels, wind turbines, etc. 

However, many of these jobs would still exist even if they were not “green” in na- 
ture. Architects and factory workers would still be needed to design and build com- 
ponents for coal mines and natural gas plants. Less efficient windows still need to 
be manufactured by the same workers, delivered by the same truck drivers, and in- 
stalled by the same construction workers. Coal miners would be as in demand as 
they were before, if not more so, should alternative energy projects not be subsidized 
to the extent they are today. 

Energy Savings 

A great deal of uncertainty surrounds the energy savings resulting from the 
ARRA funding. Initially, ARRA grant applicants were required to estimate the en- 
ergy savings that would result from their proposed projects. However, the Depart- 
ment of Energy’s Office of Inspector General found that original estimates for the 
energy savings due to ARRA projects were wildly overestimated: 

For example, the sum of the state’s estimates for anticipated energy savings was 
88 billion MBtus based on their initial proposed SEP projects. However, our review 
of this estimate found that it contained a number of errors and inconsistencies. 
Management agreed, pointing out that the estimate was not realistic or achievable 
since the United States’ total energy consumption is estimated at 100 billion MBtus. 

The Department is no longer collecting energy savings estimates. 

Regulatory Impediments and Underutilized Authority 

The creation of jobs that also benefit the environment is a goal shared by many. 
Unfortunately, the ability to create green jobs can be stymied by regulatory and 
legal challenges. For example, a wind ener^ project proposed to be located off Cape 
Cod called Cape Wind originally filed for its permits in 2001 and has repeatedly 
faced legal challenges from those opposed to the location of wind turbines offshore. 
Finally in January 2011, the Army Corps of Engineers issued one of the last permits 
required for construction to proceed. 

Other projects related to green energy such as the construction of Midwestern 
transmission lines to deliver wind power to large cities have also faced strong oppo- 
sition. The U.S. Chamber issued a report in March 2011 entitled. Project No Project, 
highlighting permitting problems and legal challenges faced by energy projects na- 
tionwide. 
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In addition to regulatory hurdles, a number of existing authorities relating to 
green jobs are underutilized. U.S. government agencies have the authority to enter 
into energy savings performance contracts (ESPCs) under which private sector enti- 
ties pay to improve the energy efficiency of federal buildings in return for keeping 
the savings to pay for their investments with some profit. ESPCs require minimal 
federal funding and shift the costs of upgrading energy efficiency in federal build- 
ings to the private sector. 

Additional Issues 

Additional questions relative to green jobs include the following. 

• Do incentives actually produce a net increase in jobs? 

• Are they an efficient way to increase jobs? 

• Are jobs the correct economic output the country should be measuring? 

• On a job-for-job basis, should green jobs be subsidized more than non-green 
jobs? 

• Could the same amount of money spent on creating green jobs be more effec- 
tive in creating jobs in other “non-green” industries? 

• Could federal funds spent on renewable projects have a greater employment 
and environmental impact if the same funds were spent on other energy 
projects? 

• Will these newly created jobs be permanent or will they remain in existence 
only until subsidies for them expire? 

• Are these jobs created domestically, or overseas? 

• Can these international jobs statistics be accurately tracked? 

• Are we borrowing money to create these investments and create these jobs? 

• Where are we borrowing this money from? 

• Are we funding foreign companies? 

• Are domestic companies doing this work overseas? 

• Have U.S. subsidies and incentives helped foreign countries expand their own 
industries to the detriment of the U.S.? 

• How does the growth of foreign green industries impact the U.S.? 

• What metrics should decide whether federal funding related to green jobs is 
successful and a wise use of scarce federal funds? 

• Should federal funding be shifted more towards basic research and develop- 
ment? 

Witnesses 

• Dr. Kenneth P. Green, Resident Scholar, The American Enterprise Institute 

• Dr. David Kreutzer, Research Fellow in Energy Economics and Climate 
Change, The Heritage Foundation 

• Dr. Josh Bivens, Economist, Economic Policy Institute 

• Dr. David W. Montgomery, Vice President, NERA Economic Consulting 

• Mr. William Kovacs, Director of Environment, Technology & Regulatory Af- 
fairs Division, U.S. Chamber of Commerce 


7 


Chairman Broun. The Subcommittee on Investigations and 
Oversight will come to order. Good afternoon. Welcome to today’s 
hearing entitled, “Green Jobs and Red Tape: Assessing Federal Ef- 
forts to Encourage Employment.” You will find in front of you pack- 
ets containing our witnesses’ panel written testimony, biographies, 
and truth in testimony disclosures. 

I recognize myself now for five minutes for an opening statement. 
The economic crisis of 2008, provided a new Administration with 
the opportunity to expand government’s role in a number of dif- 
ferent areas. One of the most prominent was the energy sector. 

This expansion was meant to be, “timely targeted and tem- 
porary,” yet spending is still ongoing today. One of the highlights 
of the Stimulus Bill’s energy agenda was the goal of creating green 
jobs that would spur employment, aid the environment, make us 
most secure, and keep us competitive. 

With the President’s 2012, budget, the President is asking Con- 
gress to double down on that strategy. The Start-up America Cam- 
paign, the Clean Energy Initiative, and the Strategy for American 
Innovation extends and expands many of the same initiatives put 
forth in the Stimulus Bill. 

In the course of reviewing the President’s FY ’12, budget, the 
Science, Space, and Technology Committee heard from a number of 
agency officials about the importance of maintaining and expand- 
ing these green economy investments. This hearing is the first op- 
portunity to hear perspectives from outside entities. 

It is important to realize the context that we are assessing these 
proposals. When the President took office, the average price of gas- 
oline was $1.84 a gallon. Today the average price is around $3.79 
a gallon. This should come as no surprise. In 2008, before he be- 
came the Secretary of Energy, Dr. Stephen Chu, stated, “Somehow 
we have to figure out how to boost the price of gasoline to the lev- 
els in Europe.” Gasoline in Europe is roughly $8 a gallon. 

In a 2008, interview with the San Francisco Chronicle, President 
Obama, then candidate Obama, stated that, “Under my plan of a 
cap and trade system, electricity rates would necessarily sky- 
rocket.” Necessarily skyrocket. That is what he wants to do. 

It seems as though this Administration’s energy and green jobs 
agenda are both built less upon stimulating our economy and cre- 
ating domestic jobs and more on picking winners and losers and fi- 
nancing foreign investment and production. 

On one hand, the Administration is limiting development of oil 
production in the outer continental shelf On the other hand it is 
promoting the development of oil off the coast of Brazil. On a re- 
cent trip to Brazil President Obama stated Americans, “want to 
help with technology and support to develop these oil reserves safe- 
ly, and when you are ready to start selling, we want to be one of 
your best customers.” 

On one hand the President advocates for federal investments and 
green technologies as an economic stimulus and jobs creator. On 
the other hand U.S. taxpayer dollars are purchasing renewable en- 
ergy equipment manufactured in Europe and in Asia. 

A 2010 report by the Investigative Reporting Workshop found 
that more than $1.6 billion in Stimulus funds were used to buy for- 
eign-manufactured products. If the goal is to create jobs here in 
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America, I am not sure that this is the right method. It seems to 
me that the left hand does not know what the far left hand is 
doing. 

There are a number of important policies that will ensure eco- 
nomic prosperity here in the United States. A competitive tax pol- 
icy that maintains and entices corporate activity, a legal system 
that respects contracts and patents, thereby rewarding innovation, 
a stable regulatory environment that both protects public health 
and safety and encourages economic activity, and a highly-educated 
and trained workforce capable of meeting 21st century challenges 
are all imperative to prosperity. 

Unfortunately, we find ourselves with the highest corporate tax 
rate in the developed world, an Administration that stated it seeks 
to, “share all intellectual property as much as possible,” and an 
ever-expanding regulatory system strangling small businesses and 
killing jobs. 

Today we will hear from outside experts on what role govern- 
ment incentives such as loan guarantees, subsidies, tax incentives, 
mandates, R&D, and regulations can or should play in augmenting 
these principles. 

[The prepared statement of Mr. Broun follows:] 

Prepared Statement of Chairman Paul Broun 

The economic crisis of 2008 provided a new Administration with the opportunity 
to expand government’s role in a number of different areas — one of the most promi- 
nent was the energy sector. This expansion was meant to he “timely, targeted, and 
temporary,” yet spending is still ongoing today. One of the highlights of the stimulus 
hill’s energy agenda was the goal of creating green jobs that would spur employ- 
ment, aid the environment, make us more secure, and keep us competitive. 

With the President’s FY12 budget, the President is asking Congress to double 
down on that strategy. The Startup America Campaign, the Clean Energy Initiative, 
and the Strategy for American Innovation extends and expands many of the same 
initiatives put forth in the stimulus bill. In the course of reviewing the President’s 
FY 12 budget, the Science, Space, and Technology Committee heard from a number 
of agency officials about the importance of maintaining and expanding these green 
economy investments. This hearing is the first opportunity to hear perspectives from 
outside entities. 

It is important to realize the context that we are assessing these proposals. When 
the President took office the average price of gas was around $1.84 a gallon. Today 
the average price is around $3.79 a gallon. This should come as no surprise. In 
2008, before he became the Secretary of Energy, Stephen Chu stated “Somehow we 
have to figure out how to boost the price of gasoline to the levels in Europe.” Gaso- 
line in Europe is roughly $8 a gallon. In a 2008 interview with the San Francisco 
Chronicle, President Obama (then Candidate Obama) stated that “under my plan 
of a cap and trade system electricity rates would necessarily skyrocket.” It seems 
as though this Administration’s energy and green jobs agendas are built less upon 
stimulating our economy and creating domestic jobs, and more on picking winners 
and losers and financing foreign investment and production. 

On one hand, the Administration is limiting development of oil production in the 
Outer Continental Shelf. On the other hand, it is promoting the development of oil 
off the coast of Brazil. On a recent trip to Brazil, President Obama stated Americans 
“want to help with technology and support to develop these oil reserves safely, and 
when you are ready to start selling, we want to be one of your best customers.” 

On one hand, the President advocates for federal investments in green tech- 
nologies as an economic stimulus and jobs creator. On the other hand, U.S. taxpayer 
dollars are purchasing renewable energy equipment manufactured in Europe and 
Asia. A 2010 report by the Investigative Reporting Workshop found that more than 
$1.6 billion in stimulus funds were used to buy foreign manufactured products. If 
the goal is to create jobs here in America, I’m not sure that this is the right method. 

There are a number of important policies that will ensure economic prosperity 
here in the U.S.A competitive tax policy that maintains and entices corporate activ- 
ity, a legal system that respects contracts and patents thereby rewarding innova- 
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tion, a stable regulatory environment that both protects public health and safety 
and encourages economic activity, and a highly educated and trained workforce ca- 
pable of meeting 21st century challenges are all imperative to prosperity. Unfortu- 
nately, we fmd ourselves with the highest corporate tax rate in the developed world, 
an Administration that stated it seeks to “share all intellectual property as much 
as possible,” and an ever expanding regulatory system strangling small business 
and killing jobs. 

Today we will hear from outside experts on what role government incentives such 
as loan guarantees, subsidies, tax incentives, mandates, R&D, and regulations can 
or should play in augmenting these principles. 

Chairman Broun. Now the chair recognizes my Ranking Mem- 
ber, Ms. Edwards, for an opening statement. Ms. Edwards, you are 
recognized for five minutes. 

Ms. Edwards. Thank you, Mr. Chairman, and thank you to our 
witnesses today. 

Interesting hearing that we have. The idea that government can- 
not make public investment choices that benefit the country actu- 
ally flies in the face of our Nation’s actual history. Canals, rail- 
ways, roads, ports, highways, airports, the electrical grid, and the 
Internet are all products of government activities. The government 
has used different tools at different times to encourage these in- 
vestments, but all of it was accomplished through government ini- 
tiative. 

Building our current infrastructure created jobs and established 
the base for a national economy that has been among the most cre- 
ative and productive in the world. As we see new competitors rise 
around the world and as we face new environmental challenges 
and energy supply issues, we need to make sure we step up and 
prove that we are just as innovative and dynamic as the Americans 
who came before us. 

The collapse of the housing market bubble in 2008, brought the 
country to the edge of an economic disaster with high unemploy- 
ment and drying up of capital for businesses to meet their day-to- 
day expenses, much less look for opportunities to expand. And 
while we like to think that the normal, that normal economic times 
find consumer demand the bedrock of our economic prosperity, in 
the months after September, 2008, the times were hardly normal. 
Consumers reeled from collapsing value in their homes and invest- 
ments, high unemployment left even those with a job feeling deeply 
insecure about their financial future, and when faced with these 
real conditions, it would be foolish to think that consumer demand 
alone was going to pull the economy out of a nosedive of what could 
have been a full-blown depression. 

The American Recovery and Reinvestment Act or Recovery Act 
was adopted by Congress and signed into law by President Obama 
with the twin goals of getting America back to work and funding 
projects that would create a more modern, robust infrastructure, 
21st century infrastructure, to support economic growth for future 
generations. 

The fact that the infrastructure could also reduce our dependence 
on imported oil and help reduce our carbon emissions, producing a 
cleaner environment and fighting global climate change was actu- 
ally an added social benefit, and despite the investments of the Re- 
covery Act, much still remains to be done. We are no longer offi- 
cially out of the — we are officially out of the recession, but we need 
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to create almost 14 million jobs in order to get Americans back to 
work. 

I believe that we have to make sustained commitment to public 
investment in our infrastructure and our research enterprise, and 
in supporting innovation. I don’t believe that government is incapa- 
ble of choosing wisely about public investments, and I do not be- 
lieve that the government has no effective role in the face of high 
unemployment. Congress can’t just sit on its hands while people 
are losing their jobs, their security, their homes, and their future. 
The government has many tools at its disposal to help. 

I am particularly interested in seeing the research and develop- 
ment tax credit made permanent and to increasing the domestic 
production activities deduction for property manufactured in the 
United States, which was the result of research and development 
done here. In fact, I have introduced along with my colleague from 
Maryland and colleague on the full committee, Roscoe Bartlett, 
H.R. 689, the 21st Century Reinvestment Act, that would do just 
that. 

The Information, Technology, and Innovation Foundation issued 
a report in 2006, that found that the U.S. had gone from offering 
the most generous research and development tax credit, that we 
had dropped to number 17 by 2004. An effective way to get people 
back to productive work and to reward innovation is to reward 
companies that innovate and create jobs here in America domesti- 
cally. 

I look forward to the testimony of our witnesses as we explore 
these issues today, less investigation and oversight and much more 
in exploration. 

Thank you, Mr. Chairman. 

[The prepared statement of Ms. Edwards follows:] 

Prepared Statement of Ranking Member Donna Edwards 

The idea that the government cannot make public investment choices that benefit 
the country flies in the face of our nation’s actual history. Canals, railways, roads, 
ports, highways, airports, the electrical grid and the internet are all the product of 
government activities. 

The government has used different tools at different times to encourage these in- 
vestments, but all of it was accomplished through government initiative. 

Building our current infrastructure created jobs and established the base for a na- 
tional economy that has been among the most creative and productive in the world. 

As we see new competitors rising around the world, and as we face new environ- 
mental challenges and energy supply issues, we need to make sure we step up and 
prove that we are just as innovative and as dynamic as the Americans that came 
before us. 

The collapse of the housing market bubble in 2008 brought the country to the 
edge of economic disaster with high unemployment and a dr}dng up of capital for 
businesses to meet their day-to-day expenses, much less look for opportunities to ex- 
pand. 

While we like to think that normal economic times find consumer demand the 
bedrock of our economic prosperity, in the months after September, 2008, the times 
were hardly normal. Consumers reeled from collapsing value in their homes and in- 
vestments. High unemployment left even those with a job insecure about their fi- 
nancial future. 

Faced with these real conditions, it would be foolish to think that consumer de- 
mand was going to pull the economy out of the nose dive of what could have become 
a full-blown depression. 

The American Recovery and Reinvestment Act (ARRA) was adopted by Congress 
and signed into law by the President with the twin goals of getting American’s back 
to work and funding projects that would create a more modern, robust infrastruc- 
ture to support economic growth for future generations. 
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The fact that the infrastructure could also reduce our dependence on imported oil 
and help reduce our carbon emissions producing a cleaner environment and fighting 
global climate change was an added social benefit. 

Despite the investments of ARRA, much remains to be done. While we are no 
longer officially in a recession, we need to create almost 14 million jobs to get all 
Americans back to work. 

I believe that we need to make a sustained commitment to public investment in 
our infrastructure, in our research enterprise and in supporting innovation. I do not 
believe that the government is incapable of choosing wisely about public invest- 
ments. I do not believe that the government has no effective role in the face of high 
unemployment. Congress cannot just sit on its hands while people are losing their 
jobs, their security, their homes and their future. 

The government has many tools at its disposal to help. I am particularly inter- 
ested in seeing the R&D tax credit made permanent and increase the domestic pro- 
duction activities deduction for property manufactured in the U.S. which was the 
result of R&D done here. With bipartisan support, I have introduced a bill, H.R. 
689, that would accomplish all this. 

The Information Technology and Innovation Foundation issued a report in 2006 
that found the U.S. had gone from offering the most generous R&D tax credit, we 
had dropped to number 17 by 2004. An effective way to get people back to produc- 
tive work, and to reward innovation, is to reward companies that innovate and cre- 
ate jobs in America. 

I look forward to the testimony of our witnesses. 

Chairman Broun. Thank you, Ms. Edwards. If there are mem- 
bers who wish to submit additional opening statements, your state- 
ments will be added to the record at this point. 

At this time I would like to introduce our panel of witnesses. Dr. 
Kenneth Green is a Resident Scholar at the American Enterprise 
Institute. Dr. David Kreutzer, is that correct? Kreutzer. Okay. I 
can’t spell, and I can’t pronounce my name. It is Broun spelled 
with a U, but anyway. Doctor, I apologize. Dr. Kreutzer is the Re- 
search Eellow in Energy, Economics, and Climate Change at the 
Heritage Eoundation. Dr. Josh Bivens is an Economist with the 
Economic Policy Institute. Dr. David Montgomery is a Senior Vice 
President at NERA Economic Consulting, and Mr. William Kovacs 
is a Senior Vice President for Environment, Technology, and Regu- 
latory Affairs at the U.S. Chamber of Commerce. 

I welcome all of you all here today and appreciate you all coming 
and participating. As our witnesses should know, spoken testimony 
is limited to five minutes each, so, please, we are facing some votes 
here shortly, so if — we want to try to get through this and not be 
here all afternoon. If you all would try to limit your spoken testi- 
mony to five minutes or less. Your full written testimony will be 
put in the record. And then each committee member will have five 
minutes to ask questions. 

It is the practice of the Subcommittee on Investigations and 
Oversight to receive testimony under oath. Do any of you have any 
objections to taking an oath? 

[No audible response.] 

Chairman Broun. Dr. Montgomery, I don’t see — okay. Let the 
record reflect that all witnesses are willing to take an oath by 
shaking their head that they had no objections to doing so. 

You also may be represented by counsel. Do you, any of you have 
counsel with you here today? 

[No audible response.] 

Chairman Broun. Okay. Let the record reflect that all witnesses 
indicated they have no counsel. Now, if all of you would please 
stand and raise your right hand. 
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[Witnesses sworn.] 

Chairman Broun. Thank you very much, gentlemen. Let the 
record reflect that all the witnesses participating have taken the 
oath. 

Now I recognize our first witness, Dr. Kenneth Green, of the 
American Enterprise Institute. You are recognized for five minutes. 
Dr. Green. 

STATEMENT OF DR. KE NNETH GREEN, RESIDENT SCHOLAR AT 
T H E AMERICAN ENTERPRISE INSTITUTE 

Mr. Green. Thank you. Chairman Broun, Ranking Member Ed- 
wards, members of the subcommittee, for having me here today. At 
the end of my testimony I have appended a pertinent study that 
I recently completed for AEI titled, “The Myth of Green Energy 
Jobs: The European Experience.” Much of my testimony is derived 
from that paper. 

My testimony represents my personal views only, and should not 
be construed as the official position of AEI or any other person or 
organization. 

The question of green job creation is simply a variant on the gen- 
eral question of whether or not government creates jobs by inter- 
vening in the marketplace. The question has been debated since at 
least the 1850s, when Erederic Bastiat, a Erench journalist and 
politician, wrote, “What is Seen and What is Not Seen,” an essay 
that should be mandatory reading for anyone interested in public 
policy. 

Bastiat framed the idea of government creation in the broken 
windows fallacy. As he explained, imagine some shopkeepers have 
their windows broken by a boy throwing rocks. At first, everyone 
is horrified, and they blame the boy. But then someone points out 
that, well, it is not really all that bad because now jobs have been 
created for the window makers, the glass blowers, glaziers. And so 
really there was no loss because you have new jobs in making win- 
dows. 

But, of course, did the child do a public good by breaking the 
window, the baker’s window, and making a job for the glaziers? 
And the answer is, no, because beforehand the baker would have 
used his money perhaps to expand his bakery, put on a coffee shop, 
hire a new baker, and instead he used the money to replace a per- 
fectly good window. So the village as a whole has lost the value of 
the window and has not gained any new jobs as a result. 

So let’s look at — the analogy holds just as well when the govern- 
ment breaks jobs in one sector, breaks windows in one sector of the 
economy and uses the money it takes from there to create jobs else- 
where. 

When they pick product A over product B, what is seen is the 
new sales of product A. What is not seen are the loss of sales of 
product B and the associated job losses. 

So to look at our possible green future, let’s look at what hap- 
pened in Europe recently where they have been very aggressive in 
pushing for green energy on the premise that it will create green 
jobs, green technologies, and green economy. 

I will start with Spain. 
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In March of 2009, researchers at the Universidad Rey Juan Car- 
los released a study examining what happened in Spain as a result 
of their push into green energy. The study calculates that from 
2000 to 2009, it cost them $815,000 each to create a green joh, ris- 
ing to $1.5 million to create a green joh in the wind industry. 

And they calculate that for every joh created in the green energy 
industry, 2.2 jobs were destroyed elsewhere in the general econ- 
omy. 

Now to Italy, where a study performed by the Bruno Leoni Insti- 
tute, found an even worse experience. They found that because 
green jobs were so expensive to create in Italy, that for every green 
job created in the green energy sector, five to seven jobs could have 
been created in the general economy for the same amount of 
money. 

They also found that the majority of these green jobs were tem- 
porary, following through on existing plans they calculated for 
2020, would create, indeed, create quite a few jobs, up to 112,000, 
but 60 percent of them would be temporary. 

Now, the United Kingdom. A recent report by the consultancy 
Verso Economics found that for every job created in the United 
Kingdom in renewable energy, 3.7 jobs were lost in the general 
economy. What is interesting about that particular study is it uses 
a methodology that the Scottish government itself uses to calculate 
job losses as a result of taxes, of taxation. It uses a model that the 
other studies I mentioned were criticized for not using and yet it 
comes up with the same result as the other two studies. 

Before I conclude, I was asked to comment a bit about the Amer- 
ican Recovery and Reinvestment Act of 2009, and its effectiveness 
in creating green jobs. A news article in 2010, September, pointed 
out that only 20 billion of the 92 billion allocated for renewable en- 
ergy projects had been spent, and according to the Department of 
Energy, as was mentioned earlier, much of that was spent abroad, 
creating green jobs in China, Spain, and South Korea. 

For example, a report by the American University found that 11 
U.S. wind farms used their Stimulus grants to buy wind turbines 
made abroad, 695 out of about 1,000 wind turbines purchased with 
Stimulus grants were made elsewhere. The Department of Energy 
reports that for some green stimulus projects, 80 percent of the 
spending was abroad. 

So given that most of the green stimulus is unspent and much 
of what has been spent has been spent elsewhere, it is hard to see 
how it had a significant impact on creating green jobs here in the 
United States. And don’t take only my word for it, April 11, 2011, 
the ERA put out an at-a-glance form, and this report says that they 
are unable to determine what the results were of their Stimulus 
spending, whether it created any jobs at all because while they can 
track having spent the money, they could not figure out what was 
done with it. So it is unlikely that we have seen an explosion of 
green jobs. 

In conclusion, the idea that government can create jobs on net 
in the economy is a myth, and painting the myth green doesn’t 
make it any less of a myth. The experience of Europe, which has 
preceded us in the quest for a new economy, is uniformly negative 
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and is proving unsustainable, with subsidies being cut back and 
feed-in tariffs reduced. 

And, not to discount American exceptionalism and ingenuity, 
there is absolutely no reason to believe that things would happen 
differently here. Green energy requires significant subsidization. 
By definition, that means that jobs in the wind and solar industry 
will be more expensive to create than those in the general economy 
and that means less jobs on net. 

I thank you for the opportunity to testify, and I look forward to 
your questions. 

[The prepared statement of Mr. Green follows:] 
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Chairman Broun, Ranking Member Edwards, Members of the Subcommittee: 

Thank you for inviting me to testify today. At the end of my testimony I have 
appended a pertinent study that I recently completed, titled 'The Myth of Green 
Energy Jobs; The European Experience." Much of my testimony is excerpted from 
this study. 

My testimony represents my personal views only, and should not be construed as 
the official position any other persons or organizations I may affiliate with. 

The question of green job creation is simply a variant on the general question of 
whether or not government can create jobs. That question has been debated 
since at least the 1850s, when Frederic Bastiat, a French journalist and politician 
wrote What is Seen, and What is Not Seen, an essay that should be mandatory 
reading for anyone interested in public policy, 

Bastiat framed the idea that government creates jobs as a fallacy of the broken 
window. As Bastiat explained, imagine some shopkeepers get their windows 
broken by a rock-throwing child. At first, people sympathize with the 
shopkeepers, until someone suggests that the broken windows really aren't that 
bad. After all, they "create work" for the glazier, who might buy food, benefiting 
the grocer, or clothes, benefiting the tailor. If enough windows are broken, the 
glazier might even hire an assistant, creating a new job. 

Did the child then do a public service by breaking the windows? Would it be good 
public policy to simply break windows at random to create jobs for window 
Installers? No, because what's not seen in this scenario is what the shopkeepers 
would have done with the money that they've had to use to fix their windows. If 
they hadn't needed to fix the windows, the shopkeepers would have put the 
money to work in their shops, buying more stock from their suppliers, or perhaps 
adding a coffee-bar, or hiring new stock-people. 

Before the child's action, the shopkeepers had the economic value of their 
windows and the money to hire a new assistant or buy more goods. After the 
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child's action, the shopkeepers have their new windows but no new assistant or 
new goods, and society, as a whole, has lost the value of the old set of windows. 

The analogy holds just as well when it is the government that comes, and by 
regulatory fiat "breaks the window" of one company successfully selling goods 
and services into a free market. 

When the government establishes a regulation favoring product A over product B, 
what is seen is the new sales of product A, and the jobs associated with such 
sales. 

What is not seen is the lost sales of product B, and the lost jobs that go with it. 

And, since markets allocate capital more efficiently than does government, we 
would expect to see job losses on net. To see our possible green future, let's see 
how the broken windows fallacy has played out in Europe. 

I'll start with Spain. 

In March of 2009, researchers at the Univcrsidad Rey Juan Carlos released a study 
examining the economic and employment impacts of Spain's push into green 
energy. 

The study calculates that since 2000 Spain spent about $815,000 dollars to create 
each "green job", rising to $1.5 million per wind industry job. 

The study calculates that the programs creating those jobs also resulted in the 
destruction of nearly 110,500 jobs elsewhere in the economy, or 2.2 jobs 
destroyed for every "green job" created. 

Now to Italy, where a study performed by the Bruno Leoni Institute, found serious 
problems with the Italian experience. The Italian study found that because green 
jobs were so expensive to create, for every job created in the green sector, 5 to 7 
jobs would have been created in the general economy. 

They also found that the vast majority of the green jobs created were temporary: 
following through on existing plans to build green energy projects would indeed 
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create jobs; between 50,000 to 112,000 by 2020. Alas, at least 60% of them would 
be temporary. 

Next, the United Kingdom. 

A recent report by consultancy Verso Economics found that for every job created 
in the UK in renewable energy, 3.7 jobs were foregone in the general economy. 
This report uses the Scottish Government's own macroeconomic model for 
Scotland, and calculates that promoting renewable energy in the UK has an 
opportunity cost of 10,000 direct jobs in 2009/10 and 1,200 jobs In Scotland.. 

Before I conclude, I was asked to comment about the American Recovery and 
Reinvestment Act of 2009, and its effectiveness in creating green jobs. A report 
released in September of 2010 pointed out that only $20 billion of the $92 billion 
allocated for renewable energy projects had been spent. And, according to the 
Department of Energy, much of that was spent abroad, creating green jobs in 
China, Spain, and South Korea. 

For exampie, a report by American University found that 11 US wind farms used 
their stimulus grants to buy wind turbines made abroad; 695 out of about 1,000 
wind turbines purchased with stimulus grants were made elsewhere. The 
Department of Energy reports that for some green stimulus projects, 80% of the 
spending was abroad. 

So given that most of the green stimulus is unspent, and much of what has been 
spent has been spent elsewhere, when it comes to American job creation, it's 
unlikely that the Act had any positive impact. 

In conclusion, the idea that the government can create jobs on net in the 
economy is a myth, and painting the myth green makes it no less of a myth. The 
experience of Europe, which has preceded us in the quest for a new green 
economy, is uniformly negative, and is proving unsustainable, with subsidies 
being cut back, and feed-in tariffs reduced. 
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<Figure 1 here; Composition of the Recovery Act> 

Further, the tav cuts preferred by many of the Act's critics -those going to businesses - were far and 
away the least effective stimuius inciuded in the Act. Tax cuts are iess efficient job-creators (especiaiiy 
those not targeted to iower-income househoids) because they may be saved instead of spent, and 
because many of the business tax cuts were essentially windfalls (often retroact'iye) that rewarded 
activity that would have been done (or had actually already happened) even without the Act. 

On the other hand, safety net programs— such as unemployment insurance, nutrition assistance, and 
health insurance supports- are by definttlon yvell-targeted:they go to those families whose incomes 
have fallen below a threshold or who have recently suffered Job loss. Consequently, recipients are much 
more lltely to spend these payments - they have to. And in terms of making sure that all increases in 
public debt are spent, infrastructure spending Is best of all • none of it can be saved; it all must be spent 

<Figure 2: "Bang-for-buck' from various multipliers for stimulus> 

Is infrastructure investment '^Imel/' enough to fight recessions? 

Another criticism aimed at the ARRA was that It outlaid money too slowly. Infrastructure investments in 
general are often criticited for not being "timely" enough to work well as anti-recession measures- the 
"timely” mantra was one reason, tor example, why infrastructure Investments were dismissed almost 
across-the-board by policymakers when the first stimulus package of January 2008 was debated and 
passed.' 

Given the length of the Great Recession, and the projected time it will take even from today to reach 
full-employment, it seems safe to say that this argument can be pot to rest; we are in no danger of 
starting infrastructure programs of any kind that will "miss" the economy's need for more demand. 

In regards to ARRA. this criticism of its un-timeliness is particularly Ironic given that its boost to 
economic growth has actually fallen to nearly zero by the last half of 2010 -Just as economic growth 
was decelerating. In short, the substantial boost to the economy from the ARRA has come and gone and 
the need for more demand remains. This fade-out of ARRA '5 overall effect happened even as substantial 
new green investments were still coming on-line and boosting jobs and incomes. 

the mechanics behind these two facts - that the ARRA’s overall impact Is fading while valuable green 
Investments are still coming on-line each day - Is simple: the bulk of ARRA's overall spending and tax 
cuts were actually (and contrary to the "untimeliness” charge) quite front-loaded. Many of the tax cuts 
were largely spent In the first year of its Implementation and transfers to state governments and to 
households were often just a matter of expanding existing programs, so these started boosting 
purchasing power right away. 

By 2011, however, many of these tax<ut5 and state-transfers had started to expire (some of the 
transfers to households also expired, though the largest - the boost to unemployment insurance 
benefits - has been extended through 2011). Because the rate of spend-oul from the ARRA was falling 
by the last half of 2010, its Impact on growth was falling as well. 


' It should be noted 1 hat not everybody rtismlssed infrastructure spending as effective stimulus in eady 2008 - see 
Psenbrey, Irons and rviishel (2008). 
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given fn ^07 u«0 Auvru or cretmgjofest^riinnulditngcbeecomvrrr 


G reen is ihc new Uack« in both the (JmieJ 
Snees^end Eitrope. Vinuftity everyone cn 
the )e^ has thrown on die green pant«. green 
shuts, and green duak dl' wKai we are assuied 
IS the tuiure of lifir cn eerth as we know it 
President Obuua KKulariy rdioxatos (he green 
ccommy in Jus speeches. rhrObanw/Biikn 
New Energy for Arnenat doaimenc released m 
200h loctnes on gi?«n ^uK, green cedir«o!ogy, 
green manuiacuirtng, green buildings, and even 
green vecentfb- In h speed) to the Democratic 
National Comnutrae in Sepoember 2010, 

Ohamii Sjaxed, '*We‘<J been fulling behind and 
now we are bode at the ibrehont of Ireiearch und 
develnpmcnc]. We muJu the bigee investment 
in green energy in our history so thar wc could 
Sian building sobr panels and wind rurhinA all 
iruund die coutttTv."^ 

In an August 13 speech, V'tcc President Joe 
Biden utsu sang the praises of grecnneM: "Icls not 
enough to jux rescue the eouiiomy, we have to 
rebuild it better— «u) rhar work begins with 
giving Amerian manu^rureia the nsounxa lO 
produce the dean, green energy tochnedogy that 
wilt be the fruindauan of nur 21sc century 

Kenneth P. Given tlcgree n ftieU.'cg) Is a teiidenr 
tcluUi at AEl 


cermomy. With the launch rtiday of S2 J billion 
in Recovery Act tax credits for green marudac' 
lurm, we are going to ramp up manubictiinng 
of green energy marenals In this country, white 
oeanng thousands of new fobs rl^i here in our 
own badeyard. From wind and solar power to 
eleeme vehicle techrtolugy, our recov*ery is going 
lo be lucltid by die Recovery Act incentives we 
are offering businesees today thur will be the 
engine of our econoniT ccroonow N 

Foimer speaker Nancy Felosi (D-CA) abo 
suppi'tts die green rause. A blurb decnbtng a 


Key points in this Outiook: 

• The Obama admlnistnuton, in allies 
in Congress, and die envininmencsl 
community champion the benefits of 
green tecluxilogy and the creation of 
green iobs to alleviate unemployment. 

• Green fobs merely repbicc Jobs in other 
sectors and acnndly oontiiburc less to 
economic growth. 

• Eixpenmenis with rvnevrabic energy In 
Europe have led to Job lo», higher energy 
pnees. and corruption. 
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Speech Pelon gave to the Stanley School in Waltham, 
Massachusetes, begins, “For a brighfcr and more prosper- 
ous future, we must invest in a green infrasinjcuirc, a 
green economy, and green schools to create a workforce 
of good-paying green collar Americrui jobs."* 

Governments do not "create'* jobs; the 
willingness of entrepreneurs to invest their 

capital/ paired with consumer demand for 
goods and services, does that. 

or couree, Senator Reid (D-NV) was not left 

out. At a Senate Detnoenne Green Jobs Siimmir m 
2009. Reid boasted of his green accocnpluhments: 

“We have made unprecedented invesmiencs in clean, 
renewable energy and new, green jobs (hat can never be 
outsourced. In 2007 we passed a landmark energy bill 
char ted to the development of clean, ro^ewable fuels 
here at home, and the creation of critical Amencan 
manuracturmg jobe. Wc raised fuetediacnev standards 
for the first time in a generation, and set nL*w csiergy- 
efficiency .^tarrdards for lighting, appliances, and federal 
ofBce building arvl vehicles. In die ec^momic recovery 
plan we passed diis ^-ear. we inN’esced $67 bilikm to de%'eiap 
clean eneigy, and 5500 milUon more to train a new ‘gieen- 
coUar' wcddorce— Americans who each day will malce cur 
nation more energy edtaent and energy independenr." 

So, at least on the left, it is unanimous- the worldV 
future is greenr green energy powenrxg green rechnolo- 
gics, creating green houses, buildings, cars, and jobs, 
jobs. jobs. Buz is this chinking based on reaiisiic eco- 
nomics, realistic understanding about green rechnology, 
or reaJUde expectations of the growth potential of the 
green movement ' TKis Outlook examines whether the 
goverrvnexu creates jobs dirough subsidies of any sort 
and then looks at the troubling European e^^ierience 
with green energy and job creation. 

Green Energy and Green Jobs 

lb understand the fallacy of the government creating 
green jobs dirough .<nibsidies and regulation.*:, we have 
to fcicr to die wTiting of Frenclt economist Frdd^nc 
Bastiat. Back in 1850, Basriat explained rbe fallacy 
drat underlies such drinking in an essay about dre 
unseen costs of such efforts. He called it the “broken 
window” fallacy. 
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The fdlacy woiks as folbws: imagine some shop- 
keepers gel their windows broken by a rodc-throwing 
child At hist, people syrnpadiize widi the shopkeepers, 
until someone claims dial ihe Inoken windows really 
are nor that bad. After all, they “create work” for the 
glassmaker, who mi^r then be able to buy more food, 
beneftting the grocer, or huy more clodies, beneftnng 
rhe tailoc If enouj^ windows are broken, die glassmaker 
mishr even hire an assistant, creating a job. 

Old the child therefore do a public service by break- 
ing the windows? No. We mist also consider whar die 
shopkcepeis would have done with the money they 
used ro ftx chedr windows, had those windows not 
been broken. Most likely, die shopkeepers would have 
plowed (hat money back rnio their score; perh^ diey 
would have bought more stock ftocn their suppliers or 
hired new employeet. 

Were rhe windows roc broken, die town would still 
have had Jobs created by rhe shopkeepers' oliemare 
spending, plus ihe shog^cepets would have had rhe 
value of their original windows. Because the value of the 
windows was desrroyed, however, they— and the village 
as a whok — have been made poorer. 

Ic is well understood, ameng economenx, that 
governments do not “aeatc” jobs; the willingness 
of enecepreneucs ro Invest their capital, paired with 
owinner demand for goods and services, does char. 

AH rhe govemroeni can do u subsidize some indusenes 
while jacking up costs for others, b the green case, 
k is JcsDXjying jobs in the conventional energy 
sector — and most likely in other indusmal seaors — 
through taxes and subsidies to new green companies 
that will use taxpayer dollars to undercut rhe competi- 
tion. The subsidized jobs "crcaccd* are, by deftiucion, 
less efhcienc uses of capital than market-created 
jobs. That means they are less economically pro- 
ductive than the jobs they displace and contribute 
less to economic giowtli. Finally, the good produced 
by govemmenr-favored jobs is inlierently a non- 
ccMiomic good that has to be maintained indefinitely, 
often without an economic revenue model, as b 
the case of roads, rail systems, mass cransic, and 
probably windmills, solar-power installations, and 
other green recKnologies. 

To undersrond how this wotits in ptactice, 1 now 
cum to European countries thai went hog wild for 
renewables, while singing the praises of green jobs: 
Spam, Italy. Germany, Dcmmadt. die United Kingdom 
(UK), and the Netherlands. 
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Spain 

fipfun has long been corundered a leader in the drive 
to nmcwablc powce. Indeed, Ohama singled our Spain 
as an example in a 2009 qjeccK. The president said* 
‘^e have enormous commercial ties between our 
two counmes and we pledged to work diligently to 
sirengihcn them, parbculariy around key issues like 
renewable energy and transpcztaooKi, where Spam has 
been a worldwide leader and the United States I think 
has enormous pocendal to move forward."^ 

But die scary of Spaink green-job leadership took a 
series of hits shortly after the president’s speech. In 
March 2009, researchers Gahnel Calzada Al^’ares and 
colleagues at the Universidad Key Jian Carlos released a 
study examining the economic and emplcryment eihscc: 
of Spaing aggressive push into renewables. ^XTiat diey 
found confounds the usual green-Jc^ rheionc^ 

• ^ce 2000, Spain spent €571, 13S on cdch 
green job, including subsidies of more than 
€! millicn per job in die wind IndiOTy. 

• The programs cxeating those jobs destroy nearly 
1 10»5(X) }ohs elsewhere in the eoonnmv (2.2 joh$ 
de!»tiuyed for every green job aeated). 

• The high cost of electricity mainly a^NKXs produce 
tion costs and levels cf employment in metah 
luigy. nonmciallic miiung and food prooxsing, 
and bei'erage and tobacco industries. 

• £aih “gceai” megawatt insialied destroys 5.2d 
jobs elsewhere in the economy on average. 

• These costs do iwx reflca Spaing pardoibr 
approach bur rather the nature of schemes ro 
promote renewable energy sources. 

Spam has found its foray into renew<able energy to 
be unsustainable. Bkxmiherg reports that Spain slashed 
subsidies for new solar power plants.^ As analyst 
Andrew McKiUop observes tn the Enog> Tribune: 

In Spain, where subsidies to the counaYl& massive 
windfonm and ihetr d^«ndent indifiories is esti- 
rasicd ID have ai cained as much as 1 2 billian Fum 
in 2009, either diicciiy or thicx^ **fecd-m tarifT 
subsidy for power sales, govenimenL proposals target 


at least a 30% cut in subsidies. Ma)orwtnd energy 
producer ilrms, sudi ^ Ganicsa, have begun cut' 
ting thdr workforces, while trying do find sales ou(- 
slde Furope, helped by a weaker Euro. In addition 
and due to Spam's highly exposed deBat finance 
siatibii making it a target for market speaiiarors 
betting its bond rates must rise, the Spanish 
government is also likely ro cm financial backing 
DD cxisdng renewable energy power plants, built 
whh an cxpectaticm of guaranteed prices and 
government subsidies for 25 years.7 

And then, there is the matter of corruption. As 
Dfoomhetg Busmesswesk reports, "An audit of sobm 
power generation from November 2009 to January 
2010 found that some panel operaiors were (laid for 
doing the ‘impossible' -produclng electricity from 
sunlljht during die nighc** Further, it appears that 
the solar power producers "may have run diesel' 
burning generatois and sold the output as solar yrower, 
which cams several times more than elecoiciry from 
fossil foeU.” Nineteen people have been arrested ui 
Spain’s "clean energy” sector on charges ranging from 
bribery, lo unsavory land deals, to issuing licenses to 
fhends and family, to simple consmicuon fraud. As the 
Guardian reports, ‘*When Spain's Nadonal Comnussion 
for Energy decided to inspeci 30 Aolar gardens, it found 
ordv 13 them had been built pit^rly and were 
actually dumping elecrriaty into the network."^ 

Italy 

A similar sicuaocm has played out m Italy, abo a 
leader in wind and sedar-power deployment. A study 
performed by Luciano Lavecchia and Garb Stagnarci 
of Italy’s Bruno Leoni Institute found an even 
worse situaiiorv 

Finally, we have couipaied the average stock of 
capital per worker m the RES (Renewable Energy 
Sysroms] with die average srock of capital per 
worker in the industry and die enoie cconoiriy, 
finding an average ratio of 6.9 and 4.8, re^aively 
To pur it ocherwise, die fame amount of capital 
fhaf oeates one fob in the grceri sector, would 
create 6,9 or 4.8 if invested in die ii^Justry or 
the economy in general, rc^^tively- akhotjidb 
dt^cnces exist between RES themselves, with 
wfind power more likely CO create jobs than 
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[photuvolcaK.] power. Thb ha b particular^ 
f«ie\‘ani because we didn*r even consider the 
ncn'Cnvial value of ll>e renewable enci^ produced, 
but we focused on pure subsidies. If we Had coo' 
lidcred (he energy value* die average stock of 
capital per worker would result even higher. 

Since subsidies aie forcibly taken away (zocn the 
economic cycle, and allocated for political put' 
poses, it is especially important to have a clear 
vision of what coniictiuences they beg.*® 

The reseacchois ;«lso found chat the vast tnajoiicy of 
green jobs created were icmpoTann “Using whai we see 
as inflared esciroaces, from various sources, of already- 
existing gtecn jobs, we cake between 9,000 and 26,000 
jobs in wind power, and between 5,500 and 14,500 in 
photovoltaic energy, a$ our srartmg pome ftom there, 
we have calculated that thanks oo the subsidies Rome 
has promised, the number of people working in the 
green economy will rise to an aggre^sie total of between 
50,000 to 1 12,000 by 2020. However, most of those 
Jobs aclcast60%>-wiilbcfoT(nstaUenortxher 
temporary work char will disappear once a photovoltaic 
panel, or a wind tower, is operative-”^* 

And like Spain, Italy has experienced ramponc cerrup- 
tion in the renewable seaor. Rarher than having nunier- 
oic individuals dchauling the grwerrunent, however, the 
mafia is involved. As Nick Squires and Nick Meo report 
in the Tefegrt^jh, "Aitiacted by the prospect of gaicious 
grants designed to booa the use of altemaiive encnri<^ 
scvcalled 'eco Mafia’ has begun iraudulenrly oeaming off 
millions of cures from both the Italian govcmmenc and 
the European Unioa”!^ -n^ey on to report: 

Eight people were arrested in Operation “Eolo,*' 
named after Aeolus, the ancient Greek god of 
wmds, un cliarges of bnhtng ofEcials tn die coastal 
town of Mazara del Vallo with gifts of luxury* can 
and individual bribes of €30.000-70,OCX). 

fWice wiretaps showed tiie extent of the mafia^ 
Infilcrarton of the wind energy seaor when they 
intercepted an aliejeed mafioso teUlng hU wrfo, 

“Not one turbine blade will be built In Mazanr 
unkse I agree to it." 

In another openitfon btsi November, code- 
named “Gone with the Wind,’* hltccn people 
were arrested CP suspicion of trying co etnbesle 


up to €30 million in European Union funds. 
Among chose arrested on fraud charges was 
the president of Italy's National Wind Energy 
Association, Oreste Vtgorita 


Wind and solar power have roised 
household energy prices by 7.5 percent In 
Germany, and Denmark has the highest 
electricity prices in the European Union. 

Germany 

Germany's foray into renewable energy scarred \n eamesr 
in 1997, when die European Union adopted a goal of 
generating 1 2 percatt of its ckctiidiy from renewable 
sources.’^ Getmaiiy’s method for achieving such targets 
was the irudtuuon of a feed-in law, which required 
urilirie to purchase diffoicni kinds of renewable ei^ergy 
at di^crcnt rates. In a study of the dfocis of Gennany’'s 
aggressive promotion of wind and solar power, Manuel 
Fiondel nored rhar the German foed-tn law required 
urillcies ro buy solar power at a rate of fifcy-nlne cents per 
kilowaa-hour, far above the norms) coo of conventional 
electTicitY, which was between rhiee and ten cents. 
Heed-in subsidies foe wind power, he observed, were 
3C0 percent higher than conventional deerriacy costs. 

Needless to say, this massive subsidizing of wind and 
solar power arnacted a lot of mvcstois: after all, if the 
govemment is gou:ig to guarantee a marker for several 
decades, and set a price high enough for renewable 
pioducers to make a profit from, capital will flow into 
the market. Germany became the second-laigust 
producer of wind energy aher Use United States, and 
its investment in solar power was aggressive as well. 

But acc<>rdtng to Pioiidel, chinp did not work out as 
Germany's poliddans and environmentalists said they 
would. Radier than bringing economic benefits in terms 
of lower-cost energy and a proUfcraiian of green-energy 
jobs, the implementation of wind and solar power raised 
houe^iold energy rates by 75 pcicctit. Furrher, while 
greenhouse ^ einuaions were abated, the cost was aston- 
ishingly high; over $1,000 pci ton for solar power, and 
over $80 per ton for wind power. Given that the carbon 
price in the European Trading System was about $19 per 
U3Ci at the time, greenhouse gas emtssiens from wind and 
solar were not great investments. 
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Fiondcl concludes that “Gcraum renewable energy 
policy, and tn particular the adopted fccd^in cari^ 
scheme, has ^cd cu harness the market incentives 
needed tn ensure a viable and cost^effeciive inczoduc- 
rion of renewable energies into the country’s energy 
portfolio. To the contrary, the govemmenr’s suppon 
mechanisms have in many respects ^bverted these 
tncencives. resulting in massive expenditures that 
show little long-tenn promise for srimulattng the 
ecorvomy, protecemg the envtrorunent, or vnereasing 
energy .security. In ihe case of phocovulraics, Germany's 
subsidization regime has readied a level that by far 
exceeds average wages, with per'Wnrker subsidies as 
high as 175,000 €(USS240,000).” He adds: 

In conclusion, govemroenc policy has failed to 
harness rhe mackec incentives needed lo ensure a 
viable and cost'effective introduction of' renew- 
able energies Into Cermany^ energy portfolio. 

To the contrary, Gennany^ principal tncchanism 
of supporting renewable techruslogies through 
fe«d-in carifoi imposes high costs without any 
of the alleged positive impacts on emissions 
reductions, employment, energy security, or 
technological innovation. PoUc>*makeTs should 
tlius scniiinue Gennany’s experience, includling 
in the US, where tiiore are currently nearly 
40D federal and state programs In place that pro- 
vide financial incentives for renewable energy. 
Aldiough Comany’s proinoDon of renewable 
energies is commonly porrrayed in the media as 
scicing a "shining example in providing a harvest 
for the world" (Tfur OuordiaTi 2007), wc would 
in.stead regard the country's experience as a 
cautionary mle of massively expensive environ- 
mental and energy policy that Is devxiid of 
economic and environmental benefits. 

As with ^lain and Italy, G erm an y is finding it hard to 
cendnue to subsidde wind and solax power at existing 
foveh. In May, the Gtrrman padfameni oa back the sub- 
sidy for demesne, roofre^ solar photovoltaic systems by 
16 petcem, with free-standing systems cur by 15 percent.^ 

Denmark 

Denmark is yet another country cliar has made wind 
power a hallmark of its energy policy. Obama praLscad tr 
for Us aggressive wind-power program, telling an Earth 


Day audience fn Iowa that "America produces less than 
^ pereenr of our elecrhciry chrou^ renewable sources 
like wind and solar — less than 3 percent Now, in 
comparison, Denmark produces almost 20 percent of 
their clectriciry through wind powec’’i'® The US Hnctgy 
Infonnauon Administration cells America's children 
that "Denmark ranks ninth in the world in wind power 
capacity, but generates about 20% of its eleccriciry hom 
wind.''*^ That sounds impressive, but Is it crue^ 

Green programs in Spain destroyed 2.2 jobs 
for every green job created, while the capital 
needed for one green job in Italy could create 
almost Five jobs in the general ecorKxny. 

Not acootding to CEPOS. a Danidi dunk tank, which 
).v>ued a 2009 rqjoiT entitletl Wind Energy, die Case of 
Denmark.^^ The CEPOS study found chat rather rhan 
genetadng 20 percent of its energy from wind, ‘‘Dennnark 
generates the equivaleu of about 19% of iu clccoicicy 
demand with wind turbines, but wind power ooncributes 
for leu chan 19% of the nation^ eleemdry demand. The 
claim chat Denmark deriv’cs abcuc 20% of its clccccicicy 
frevn wind overstates maccea. Being highly intermittmt, 
wind power has recently (2006) met as little as 5% of 
Deiunaik's annual clcctrioty oonsumpcion with an 
average over the last five yean of 9.7%." 

The CEPOS snidy revealed that Denmark can only 
produce and cotuunie as much wind power as it does due 
to a convenient ciicumsrance: neyddxidng coutuzics 
have a lot of hydro power diar can quickly and efieccively 
balance the Qow of decoicicy on its energy grid, allowing 
it ro export surplus wind capacity. "Dctuiuak manages to 
keep the elecmciry s^’stnns balanced due to having the 
benefit of its paroailar ncighbois and their electricity mix. 
Norway and Sweden provide Denmark. Germany and 
Ncthcrianiis acxxss Co slgrufrcant amounts of fost, shon 
term balancing reserve, via interconnection They efrbe- 
dvely act as Denmark^ ‘electnaty storage barreries.* 
Norwegian and Swedish Kydropirwer can he rapidly aimed 
up and down, and Norway^ lakes efiecavcly 'store’ some 
portion of Danish wind power. Over the last eight yeas 
West Denmark has u^qxmed (couldn't use), on average, 
57% of the wind power it g^Avnaicd and East Denmark an 
average d 45%. The cocvlatiun between hi^ wind out- 
put and net outflows makes die case dial dicrr is a large 
componeoi of lAind energy in the outflow mdi^iutnblc.’' 
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Finally, the CEPOS study found that [>inish con- 
sumers aie the ones who take ir on the chin. Doimaik^ 
electncicy prices are the hij^esL in the enrire Buiopean 
Union. And rhe greenhouse gas reduction benehts? 
Slim VO none, since d\e exponed wind power replaces 
hydro ptwet, which does not produce significani green- 
house gas emissions. The wind power consumed in 
Denmark does dlq^lace some fossil-foei emissions, but 
at some cost: $ 124 per ion, nearly sbt rimes rhe price on 
the European Trading System- 

Regarding green iots, CEPOS found ‘'rhac the eifoct 
of the government subsidy has been to shift emfJoyroenc 
froin more productive employment in otJier secton to 
less pToduenve eniployment in the wind industry. As a 
consequence, Danish CDP is approximately 1-8 bilhon 
DKK ($270 millian) lower than h would have been if 
rhe wind sector work force was employed elsewhere.*' 

Not surprisingly, Denmark is also ftrtding renewable 
power uiuusuinablc and is backing away from rhe 
technology. As Andrew Gllligan reports in the 
Telegrz^, the Danish scare-owned power industry 
will no longer build onshore wind turbines, and 
consumers are complaining about high energy rates 
and environmental despoltaaoa '‘barller ihh year, 
a new notional anri-wind body, Nei^bouis of Large 
Wind Turbines, was created. More than 40 civic groups 
have become meinbury ‘People are fol up with having 
rheir property devalued and sleep ruined h)* noise 
ftom large wmd turbines,* says the association's presi- 
dent, Boye Jemcn Odshetred. Wc receive constant 
calls from civic groups that want to join.*"*^ 

The United Kingdom 

Our Commonwealth cousins across the pond have abo 
embraced the “green power means green jobs'’ theory. 
The UK (Scotland pairiculariy) has pursued an ambi- 
tious wiivJ-powet agenda. 

Former prime minister Gordon Brown told a Labor 
Party conference, **1 am asking the climare change com- 
mttree to report by October on the case for, by 2050 not 
a 60% reduction in our carbon emissions, but an 80% 
cut and 1 want Britisli companies and Bncish workers to 
.seire the opponunicy and lead the world in the rraasfor- 
marlon to a tow carbon economy and I believe chat we 
can creatr in modem gn^n manufoccunng and service 
one million new johs."® 

Ed Milfoand, current leader of the opposition, Is also 
big on wind, announcing, ‘^ith strong government 


backing, the UK is consolidating iu lead in offshore 
wind energy. We already have mew ofshore wind 
energy than any other country, we have the biggest 
wind farm in the world obour to start constmetion, and 
now well .see the biggest tutbine blades in the world 
made here In Bntain. — Our coastline means the off- 
shore wind indusny* has the potential to employ tens of 
thousands of tvorkers by 2020.’*2l 

Parry does not seem to be a factor in grccn-job boost- 
tng, Prime Minister (and Conservative Party leader) 
David Cameron, discussing a deal ro work on wind tur- 
bines with India, said, The mnovacion and creativiLy 
of business won't just help us save the planet, but is 
expected to create reillioiu of jobs and billions of rev- 
enue in the green goods and services market.'’^ 
Refetring ro offtbore wind, Camenm ts equally bull- 
ish: “I want us to be a world leader in offshore wind 
he said, announcing a national inftastruemre 
plan- ‘'We are making these investments so that major 
manulaciurets will decide thar this is the place diey 
want to come and build rheir ofhhore wind turbines. 
This investment is good for jobs and growth, and good 
for ensuring we have clean energy.**^ 

Alas, the UK and Srorland hirve fored no better than 
the other countries discussed above In iheir pursuit of 
the new green -energy/green- jobs economy, as a recent 
report by oonsulrancy Verso Eccviomics poinrs o«t.*^ 

The study is particubirly mieresdng because its merluxl 
ology u routed as superior to the methodology used in 
the Spanish and Irallan studies. Verso uses whar econo 
mists refor u> as “inpur/oueput'’ cables to escoriate the 
number of jobs dial were foregone tn the UK genera! 
ecemany in fovor of the green jobs “created” through 
government subsidies. 

Verso’s conclusion aligns neatly iviih chose cf the 
Spanish and Italian smdies discussed above: 

• Tile icpon's Vey finding is that for every job oc^ 
ared in the UK in lenewaNe energy. 3.7 jobs are 
losL In Scotland there is no net benefit ftom gov- 
emment si^ipoct for (he secror, and probably a 
small net loss of job.** 

* The mam policy tool tsed to pcomore renewahk: 
energy generaden is the Renewables Obii^uion, 
which eifccciv^ raises the maikec price paid for 
eleenvity fhxn nmewable sLxoces. This scheme oOA 
elecmdryogruuineBEl.l fbi}llon]1ntheUKand 
airund £1 00 [million] in Scotland in 2009/lC.” 
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The Netherlimds 


• “Thtt TepotT uses the Scoctifih Covcmmcnr's 
own macroecrmomic model for Scotland to 
afiMss tho impact of identified cotts on jobs- A 
similar model wu used by the Scoaish Cov« 
cmniunt to measure the opportunity cost of the 
cm in [the value-added rax] implemented in 
2008-09. Based on this, policy to promote 
renewable energy in the UK has an opporru* 
nicy CC 61 of 10.000 direct jobs in 2009/10 and 

1 .200 jobs in Scotland.* 

* “In oQDclusioru policy to promote the renewable 
electricity sector in both ScotlarKl and (he UK Is 
ecorsonaiGiUy damaging- Guvenuucni 4iould 
not Ece this as an economic oppominicy. there- 
fore, bur. .should heus debate instead un whether 
these COSO, and the damage done to the envi- 
ronment. are worth the candle in terms of cli- 
mate change mitigation.*^ 

While the UK and Scotland may have avoided the 
problems of corruption that affliacJ Spain and Italy, 
they learned something that the warmer countries did 
not: wind turbines can tree^e in winter. Not only do 
they cease to put out power in very cold weather, they 
actually need to be heated. As reporter Richard Little- 
john points our in the UK Daily Mtsl, 'Over the past 
three weeks, with demand tor power at record levels 
because of the freeaing wcatlier, there have been days 
when the contribution of our forests of wind rutbines 
has been precisely nothing. It gets better. As the tern- 
peramrv lias plummeted, the turbines have had to be 
beared to prevent rhem .seizing up- Consequently, they 
have been consuirung more eleccricicy than they gen- 
erate. Even on a good day they rarely work above a 
quarter of rheir theoretical capacity. And in hi^ 
winds they have to be switched off aliogcdicr to pre- 
vent daiiiagc.*26 

The frozen turbine prohlem has also occuned in 
Canada. As Oteg Weston of die Telegraph-Journal 
explained in Febniary 201), "A $200.'million wind 
fann m norrhem Hew Brunswick is hozen solids cut- 
ting off a supply of renewable energy for MB Powee 
The 25-kilomcire stretch of wind turbines, 70 kilo- 
metres northwest of Bathurxt, has been shut down for 
several weeks due to heavy ice covering the blarlcs. 
GDF Sues Energy, the company that owns and oper- 
aces the site, is working lo tctum the windmills to 
worktng order, a spokeswoman says."^^ 


The Netherlands is yet another country chat wait big 
for wind power, it is the world s chitd-laigesi producer 
of o£^ore wind power. And while no dam are available 
about green jobs in the Netherlands, there is evidence 
that it will not be producing many through its green 
power pknrs. The new conservative government has 
radically reversed course and is slashing subsidies m 
wind and solar power. 

According to the journal F7ie7g;y Dehau, the Dutch 
government has lost Its faith in windmills. The new 
government in die Nedierlands has taken exception to 
the massive subsidies required go build and npemce wind 
iams— and. in tins case, to the expected export of €4-3 
billion in subsidies to a Cciman company (Baid Engi- 
neering) that would have built, owned, and operated 
thu9C wind fanns- The new prime minister of the 
NerherUnds, K^fk Rutre, is reported to have said, 
'Windmills mm on sukeidies.*^ 

On November 30, 2010, the government unveiled 
its new renewables plan, slashing annual subsidies 
from €4 billion to €1.5 billion. And not only are 
the subsidies cut back, vduit lemoim will be redi- 
rected well «wa)’ from wind power. As Energy 
Oebcue explains: 

In the new system fsomewbac muleadingly called 
SDE'plus), which will take effect halfway 
thtou^ 2011, die government will allocate sub- 
sidies in an entirely different, and rather compli- 
caied way. Subsidie-s are made available m four 
“stages" (on the btwis of (irst-comc, fim-servod). 

1 ) In the first stage, a government subsidy of 

9 curocents per kWh (or 79 cents per for gas) 
is offered, but only to producers of technologies 
that have “deficirs" of less than 9 eurocents. 

Based on the figures from ECN. these are: biogas 
(“green gas"), hydropower, power from waste 
processing inscallacions, and gas from fcnncnia- 
cion processes. 

2) If there issiill muncy left after this fini]. siage, 
the second stage will be opened up, in which a 
subRidy of 1 1 eurocencs per kWh (or 97 cents per 
m^) will be offered. This stage will be cf>cn bo 
produccR) of onshore wind power and fenilUer- 
based gas. 
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3) Again, if there is money left, there will be a 
third stage with 8uhstdi» of 1 3 cents per kWh or 

1 14 ccnrspcr This will be open to producers of 
hydropower ar^ small-scale biomass. 

4) The fourth and last stage ( 15 cents per kWh or 
132 cents per m^) will be opet\ to eleccricicv pRV- 
duced from all-purpose ftmnencation processes 

Not Included in any of the four caiegories, because 
(hey are too expensive, arc solar power, large-scale 
bioiraM and. indeed, olhhore wind powet.^ 

Another change In the Dutch atcicude toward 
rervewabics is hem' to pay for the subsidies. In rhe past, 
subsidies came from the genera) budget. Moving for- 
ward, consumers will sec a surcharge on cheir energy 
hills. The new direct billing could cool the public’s 
ardor for addiriona) building of *'grcen energy.” 

According to reports, rhe new government was 
planning on a nuclear power renaissance to genenre 
eleccriciry, and one could certainly argue chat such a 
plan would gcnerarc “green jobs."^ However, in the 
wake of the tragic Japanese earthquake and tsunami in 
March 201 1 , suclr a plan wilt also undergo a great deal 
of scrutiny. 

The irony here is rich. The Dutch, who have been 
enamored of wind power for hundreds of years.^^ may 
have finally had enough tilting at windmills. If even 
they cannot make it work, one has to wonder if any- 
one can. 

Conclusion 

Both economic theory and the experience of European 
countries that have attempted ro build a green-energy 
economy that will create green jobs reveal that such 
chinking is deeply follacious. Spain. Italy. Germany, 
Denmark, (he UK, and the Netherlands have all tried 
and foiled to accomplish positive outcomes with 
renewable energy. Some will suggest that the United 
States is different, and that US planncn will have the 
wisdom to make die green economy work here. Bui 
there is no getting around rhe focc (hat you do not 
Improve your economy or create jobs by breaking 
vnndosvs. and US planners are no more omniscient 
than those in Europe. 

f wouU tike 10 efonk A £7 ncseorch asscmiru HpuuTAlaghdKmdun 
/br fio’ uifuthle auuamce dtb Outlook. 


Notes 

1. While ‘Hemarks by the Ptesidem at ONC 
Evetii,*' news release, Septaaber 16. 2010, www.ahicehausegi)v 
/the>p(ue>offire/20lCif09/lh^Rsiiailcs'prestdenC'drvc<veiu 
(accessed JatuMiy 27, 201 1 ). 

2. WhiosHcuK.’Srxementfnxn Vice fVsdenr Bden on 
ljiundiof$23 Billion Reuway Act Gieoi MsiufoauiO'Oedit 
PiueRnv," news release, Augm 1 3, 2CC9, www.whi&foxaegov 
Aheixess^Aae/scatonent-vke-pRSiclcrtf'bk)^^ 
itiaMav-ac(«raa^[u«vjfocutrEr*CB (aotzseed January 27. 2011). 

3. Nancy FVlosi, remarks to the Stanley Eleniencaiy School. 
Waltham, Mwssachusetxs, March 10. 20C6. 

4. White 1 louse, ‘nienuida by I^endenr Ofcoma and Pies'- 
dent Zapatero uf Spam afeer Moetins,'' relesoe, Oto- 

her 13. 2009, w%m.wfooehciuae.^v/the4ness.affo:c/Kcrnail»*h>- 
PresideniObaina-and-Presidait-Tapateio-of-Spain-aftef-ni u e nn n 
(acceaecd Jaruiniy 27, 2011). 

5. Oabnel CaUada Ahnuet, Raquel Mennu jan, juan 
Ramon Ridlo lulran, and lose Ignacio Garcia Bieha, "Sualy ef 
chc EAecBorEroplovineni r/l^iklk: Aid (o Renewable £n«gv 
Si^irces” (draft, Univenidad Rey Juan Carlos. Mmrh 2(X)9). 
www.juandeni&nana.org/^xlfA)90327*emp)oymcnt'pt)bliC' 
(Ud-renewaUe.pdf (accessed laouary 27. 7-011). 

6. Ben Silk, ‘^pain Sbdies Pnaa 45% fix New Ground-Based 
Siilar Plants, 5% for 1 lomes," Bioomberg, Novonbo- 19. 2010. 

7. Andrew McKillop, ''The Bursting ot the Green Energy 
Bubble.’'* Energy Tribunr, June 4, 2010, www.Mwigycrlburw 
.caiD/aipdes.din/4264/The'Bur9Cing-of-(fae'Oieen'lmerg>'- 
Ekibblc (accessed F^iuaty 1. 2011). 

$. T«xld White. ‘'Spunldi Solat-I^iel Trade Group CalU for 
Fraud Invcsrigadon,** Blnnmheig Biairie35u«ek. Apnl 12. 2010. 

9. Giles Tfciniett, '*5aindal Sullies Spam’s Clean Pnergy.’’ 
Guemhm. March 22, 2009. 

10. Luciano Lavecchla and Carlo Sragnaro, Are Gneen Jobs 
Reuf Jobs.' 77ie Cose c^Itoh (Milan, Italy: Inscituto Bruno Leoni 
May 2010). hccp:/Anuiioleotutnedi<Lservtngfteedomnet 
/WIVWP*GremjLitaJvlay20lC.pdf (aoLeswd January 27, 2011). 

1 1. Carlo Siasnaro and Luciano Lavcochia. “Clean Jobs, 
Experuivc Jobs: Wl^ Italy Can’t Afford a Green Economy,*” 
Wail Saver Joumof, May 11, 2010. 

12. Nick Squires and Kick Meo, “Mafot Cash In on Lucra- 
tive BJ Wind Farm Handoms- dispeclally in Sicily.* TdcgMpli, 
Seprember 5. 2010. 

13. Kcniad Gautf, ‘Xjcntian Rmewahlc fotogy Aibcy.” Gomai 

Enngy Agency, Oaober 24, 2007, wwwgaccsanfcmclsooxccQ 
/HkiadmitiMik.a’fcmciscnTidj^^ • l0_SulEU’.D:lG9niun 

/U._.Cdiibcnia_Sobi.0u»ff«b Ptk!yifm3'<m3aa^Kairad_Bau^ 
^4I007pdf(acacssedJaxaiary27, 2011), 


28 


14. Manuel rtondeL Nolan Rlracr, Owisroph M. Schmidr, 
and Colin Vance, EomomKlff^ucB /run 
cfReneuxUt die German Ejipaia-^ (Cermanr. Rhdntsch* 

Weafeiteches Instttut ftbt Wbtsdiaft SfccscHm^ 2009). 

I $. 'tjenoan Btandeiag Approves Solae Inoenuve Cuts," 
Reuim, Mav 6, 2010. 

16. Igor KasKfv, Tranacnpc: Obama's Oanh Day Speech.” 
CBS News. April 22. 2009. 

17. US Energy infonnacion Adminisuadon, “Wind,” 
bcrp;//u)nto.ela.doe.govAi(Wener{n'.ctm7pQge«wind 
home'basrcs-kxtm (accessed January 28. 201 1). 

18. Hu|di Shansan, Henrik Metetr and Maidn Agerup. 
Wmd Ene>5>'- 'fhe Case of Orrmuirk (Cxipenhagun. Denmark: 
Ontcr for Pnbnske Snidier, SqMxmber 2009). wwvoxeposdk 
/ttIeadinin/u?«r^uplMd,'Ajkiv/PI^/Wm4.en«g>-_,-jhc_case 
_oLParunatk.pdf (aocesaed jamjaiy 28, 2011). 

19. Andim GilL^m, ”An U1 Wo^ Bbw!» Ita [>9iiiMik’» Cnseu 
Ensgv Revcluiian.” Tiilegn^dt. Sqmaobei 12, 2010. 

20. Paul Eccleston, ^Labour Coniiercnce: Cxvdon Brawn 
Soys OO 2 Targets Must Be Raised co 8C% by 2050.” Tclegrap/w 
September 23. 2008. 

21. H^lbnc MulboRand, *'Ed Milibimd Announces Boost fnc 
Green Jobt,” Gua/dim, Sepcetnber 17, 2009. 

22. Catherine Airiie. Indto raCtestt NliUtaisat ‘Gtcea' 


Jobs, C^raarn Says,” Bioomberg Buemasueek, NovcddLct 15. 2010. 

2X Fk^na Harvey, 'Cky.Ahead (or Wind to Geneiate 70,000 
Jobs,* FrrioncuttTmes. October 25, 2010. 

24. Richard Marsh and Tom Mien, Worth the Gmdle? 

The Economic impoa of KcneuxrbU Untrf^ folk^ m Scodond 
and (he UK (Kirkcaldy, Scotland: Veno Economics. March 
2011), www.verBC>cr.arK)(nics.cnm/vei!Hv031 1 B.pilf (accessed 
March 17. 2011). 

25. Ibid. 

26. Rkhard Utdejobn, ’'You Don't Need a Wearfiennan K) 
^iw Which Way the Wiiul Blows.” Dody Moil, December 
27. 2010. 

27. Greg Wesuai. Ice Buildup on Wind TutlTtncs Cuts 
Reusable Enetgy,” VrmcouierSun, bebiuary 16, 2011. 

28. Joee .Mario, ‘Hhe Dutch Lose Faith in Windmills,” 
Pnogy Dehue, lannary 16, 201 1 . 

29. Ibid. 

30. Mkhad Gassmann, "Holland’s Radical U-Tum on Ql' 
mate and Energy’ rolicy,” Global Wamiing Policy Foundatioa 
Fehiuarv?. 2011. 

31. TheNMhcHands Board of Ttamsm and Cunventions, 
“Die Uttvd of ihc WindrailU,” May 21, 2007, htxpVAuJiaUand 
^om/c/7779/Tlic%20fand%20b(%20thc%20wtndniUl5.php 
(occesied .Match 17, 2011). 


29 


Chairman Broun. Thank you, Dr. Green. 

I now recognize our next witness, Dr. David Kreutzer. 

Mr. Kreutzer. I will read my statement here. It says, my name 
is David Kreutzer. 

Chairman Broun. Kreutzer. 

Mr. Kreutzer. And I have to confess that I had to call your re- 
ceptionist to figure out how to pronounce your name. I hope I get 
it right. 

Chairman Broun. You are recognized for five minutes. Doctor. 

Mr. Kreutzer. Okay. Thank you. 

STATEMENT OF DR. DAVID KREUTZER, RESEARCH FELLOW IN 

ENERGY, ECONOMICS, AND CLIMATE CHANGE, THE HERIT- 
AGE FOUNDATION 

Mr. Kreutzer. I am Research Fellow in Energy Economics and 
Climate Change at The Heritage Eoundation. The views I express 
in this testimony are my own and should not be construed as rep- 
resenting any official position of The Heritage Eoundation. 

Chairman Broun, Ranking Member Edwards, and distinguished 
members of the committee, thank you for giving me this oppor- 
tunity to discuss the employment impacts of federal energy and cli- 
mate policies. 

I would like to make two fundamental points today. The first is 
that government regulation is costly. The second is that govern- 
ment spending is costly. Both of these statements are true whether 
the economy is at full employment or in a recession. 

Now, let me also say that government spending and regulation 
can have benefits, but we need to compare those benefits to the 
costs instead of pretending that there are no costs. 

Too often proponents of spending and regulation focus on the jobs 
and income going to those who receive the government money or 
who provide the necessary goods and services for compliance with 
the regulations. They ignore the losses to the other parts of the 
economy that are needed to finance these jobs. 

A report by the Blue Green Alliance and the Economic Policy In- 
stitute sets out an analogy to try to explain why an apparently in- 
effective Stimulus program was actually effective but undersized. 
Though probably not the intent of the authors, and I believe in a 
few minutes we will hear about that, the analogy captures the 
flawed logic of virtually every green jobs study I have seen. 

Here is the quote from that report. “A good metaphor for this 
controversy is the temperature in a log cabin on a cold winter’s 
night. Say the weather is forecast for the temperature to reach 30 
degrees. To stay warm you decide to burn three logs in a fireplace. 
You do the math and chemistry and calculate that burning these 
three logs will generate enough heat to bring the inside of the 
cabin to 50 degrees or 20 degrees warmer than the ambient tem- 
perature. But the forecast is wrong, and instead of — and instead 
temperatures plummet to 10 degrees, and burning the logs only re- 
sults in a cabin temperature of 30 degrees. Has log burning failed 
as a strategy to generate heat?” 

The flaw in this analogy is that there isn’t any woodshed. The 
only available logs come from the walls of the cabin. It would be 
no surprise that burning more of the wall does not make the cabin 
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warmer. Likewise, there is no money shed from which the govern- 
ment can finance all the green subsidies and programs. These re- 
sources are extracted from other parts of the economy. They do not 
and cannot come from outside of the economy. 

Yes, when firms receive government subsidies, there may be ad- 
ditional jobs with those firms, just as it may get warmer right by 
the fireplace when more logs are torn from the wall and burned. 
But just as the overall cabin temperature will plummet, the overall 
economy suffers as resources are taken from better uses and put 
to less valued ones. 

There is no money shed to finance the cost of complying with a 
cap-and-trade regime such as Waxman-Markey. Indeed, Heritage 
analysis estimated that such legislation would reduce national in- 
come as measured by gross domestic product by nearly $9 trillion 
over the first 25 years of the program can cause employment losses 
of nearly 2.5 million jobs. 

There is no money shed to pay compliance costs of EPA regula- 
tions. There is no money shed to subsidize loan guarantees. Let me 
just use one example of the examples from my written testimony. 
The case of Solyndra. In the fall of 2009, Solyndra, a solar panel 
manufacturer, received a loan guarantee of $535 million. That is in 
the fall of 2009. In the spring of 2010, half a year later or less, 
Solyndra failed to successfully complete its initial public offering 
because an independent audit questioned the viability of the com- 
pany as people weren’t going to buy the stocks. In the fall of 2010, 
Solyndra actually closed one of its manufacturing facilities that had 
been in operation when they got the loan. 

There is no money shed to finance green Stimulus programs. 
Even in a time of recession with under-utilized resources there are 
costs to government expenditure whether it is purchasing military 
jets, building highways, or subsidizing green energy projects. 

But even if government spending can stimulate the economy, and 
that doesn’t mean there are no costs, but if the government can 
stimulate the economy, the spending needs to be correctly timed, 
and the targets should be those with the best return for the money. 
Spending that raises electricity rates does not fit this bill. 

Eigure six from the Blue Green Alliance Economic Policy Insti- 
tute report, reproduced in my written testimony, purports to show 
that GDP, consumption, and employment all improved after the en- 
actment of the AREA Stimulus Bill. 

However, using the measures offered in the chart, okay, rates of 
change at an annualized rate, it clearly shows that all three meas- 
ures of economic activity were turning the corner months before 
any Stimulus spending started. 

Thank you. 

[The prepared statement of Mr. Kreutzer follows:] 
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Phepared Statement of Dr. David Kreutzer, Research Fellow In Energy, 
Economics, and Climate Change, The Heritage Foundation 
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My name is David Kreulzcr. I am Research Fellow in Energy Economics and CUmaK Change at 
The Heritage Foundation. The vic%vs 1 express in this testimony are my own, and should not be 
construed as rcpie.senting any official position of The Heritage Foundation. 

Chairman Broun, Ranking Member Edwards, and distinguished members of the subcommittee, 
thank you for giving me this opportunity to discuss the employment impacts of federal energy 
and climate policies. 

When the savings of new, more energy efficient technologies exceed the costs of adopting those 
technologies, markets have the incentive to adopt them. Indeed the diflerence between the 
savings and the costs is the measure of the increased value the economy generates. But it is the 
voluntary participants in these market transactions that best know the fidl speemun of the costs 
and benefits that matter most to them. While engineers, accountants, technicians, and others 
might help to infonn consumers and producers, no number of green eyeshades, calculators, and 
lab equipment can substitute for a consumer's or firm owner's own determination of value. 

In other words, policies mandating energy technologies that markets resist will reduce national 
income and slow the economic growth that generates good new jobs. 

In addition, it docs not matter how an economy's scarce resources are diverted from their most 
valued uses. Whether by a cap-and-tradc law, or regulatory policy, or by subsidies, when 
consumers or producers are forced to use or pay for expensive or less suitable energy souiees or 
technologies, the value of their production and consumption drops. 

Can-and-Trade Non-Stimulus 

A popular misconception encouraged by many in the debate over the cap-and-trade bills, such as 
Waxman-Markey. was that restricting access to affordable fossil tUels leads to even greater 
economic activity as markets adapt to the new, anUieial consuaints. Such a conclusion implies 
that the new substitutes, whether they be products or processes, are so superior and/or so much 
cheaper in comparison to the old technology that consumers and producers find the benefits 
exceed the costs. However, it is exactly this sort of better substitute that markets are constantly 
striving to find. 

The notion that cap-and-trade will have costs in terms of lost national income is not one peculiar 
to analysts at conservative think tanks. In September of 2009 a panel of economists Ifom the 
Brookings Institution, the Environmental Protection Agency, the Congressional Budget Office, 
the Energy Information Administration, and The Heritage Foundation presented their different 
findings on the economic impact of cap-and-trade policies. None of the economists argued that 
cap-and-tradc would stimulate the economy. Instead, the debate was over how much the 
economy would be harmed.* 


"Csp and Trader Comparing Cost Eslimulcs;** I lerirage FoundaUonevenc September 21, 2009, el 
’i< lp;//»’ww,/teruatt trx/f\tTHs/J009W /Cai>-anJ-7riide-Com n armB-Coji-£siimaia . 
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The Heritage Foundation estimated that the Waxman-Markey bill would have cost the economy 
hundreds of billions of dollars per year and led to an aggregate loss of near SIO billion by 2035! 
The disruption would have cut employment by nearly 2.5 milh'on jobs by 2035.^ 

Regulation Non-Stimulus 

A recent paper by Ceres claimed that the EPA’s costly regulations of the electric power sector 
would create jol».’ Indeed, their analysis shows that the more costly it is for the electric power 
industry to comply with the regulations, the more jobs are created. This nonsensical conclusion is 
the unavoidable result of fundamentally flawed analysis. 

Ihe Ceres report borrows estimates of the cost of meeting the new pollution standards imposed 
by the EPA. Plugging this amount. $ 1 96 billion, into an input-output table they generate 1 .5 
million job-years (erroneously referred to as “jobs” in the executive summary and in tfactr press 
release). The fatal, and glaring, error in the calculation is they ignore the opportunity cost of the 
$196 billion in the first place. This is a pure example of the broken-windows fallacy — the fallacy 
that asserts breaking windows is good for the economy because somebody has to repair them. 

Because the $196 billion is not fircc money, it represents the diversion of resources (including 
jobs) away fiom other production. 

Slimuius Non-Stimulus 

Last October the director of the Department of Energy’s Loan Program Office, David Frantz, 
gave an update of the department’s loan-guarantee programs funded by the American Recovery 
and Reinvestment Act (ARRA or Stimulus).^ The criteria he outlined higlilighi the problems with 
allocating capital via the political process. Two of the criteria presented were mutu^ly exclusive. 
The first was fimded projects should be commercially viable. The second was those seeking 
funding must demonstrate the projects cannot get private financing. For many economists, the 
inability to get private financing would be the definition of not being commercially viable. 

Government loans and loan guarantees alter the paths of capital allocation towards loans with 
greater political rates of return relative to actual financial rates of rettini. In the slides presented 
last October, Mr. Frantz listed four projects for which the loan processes had been finidized.* It is 
illuminating to review the paths those projects have taken since receiving loans. 

Tbe first, Solyndta, received a loan guarantee for $535 million in the £ril of 2009. In the spring 
of 2010 it failed to complete its initial public offering after an independent audit question^ the 


'Wniimn Oeach et ai.^ “The Eiconomk linpeci of Waxman-Markey I len'tage Foundation n'ebMemo No. 2438, 

’lames Heintz, Heidi Garrcti-Pettier, and Ben Zipperer, “New Jobs — Oenner Air Hoiploymenr EOecls Under 
Planned Changes to the EPA’s Air Pollution Rules," a Ceres Report auUiured by the Political Economy Resraroh 
lustltule. Febniary 201 1, at hnp: // www. ceres orv/Pare.a i at^nlj-=l334 (April 9, 201 1). 

’U.S. Chamber of Commerce Emerging Technologies Comminee .Meeting. October 29, 20 10. at 
htib://vKW. iiscluim ber,ctim/issu ee'eMrtv/e mtrslni-technolostes-c o mniltee-f aU-me eUnp-20IO - st>nilivkt- 
lechnolovv-finance - and-lla (April 10, 20I0J. 

’U.S. Dcpanmeni of Energy. “Ixran Guarantee Program Status Update," October 29, 2010, at 

hfte :/fynevi. H schamher com/sUes/d */ auJv'/iies/issucs^envira n mefit^nies/LGP%20Vadate^20 Ch a mber 1 07 910 Fin 
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ongoing viabUity of the firm.* Then, in the fall of2010, the firm closed one of its mamilacturiug 
facilities and laid off 1 80 workers.’ 

The second. Beacon Power, received a $43 million loan guarantee in July of 2009. Since then its 
stock price has dropped by half — a period during which the Dow-Joncs Industrial Average has 
increased over 40 percent.* 

The third. First Wind Moldings, received a $1 17 million loan guarantee in March of20I0, but 
withdrew its initial public ofifering in October of 2010.’ 

[he fourth, Nevada Geotliermal Power’s Blue Mountain geothermal projecL appears on track. 
Nevada Geothermal has entered into a 20-ycar power purchase agreement with the Nevada 
utility, NV Power. 

Three of the four recipients give evidence that their inability to secure private financing was not 
due to market failures. 

But what is the overall impact of the Stimulus package on the economy and employment? A 
recent report by the Blue Green Alliance and the Economic Policy Institute offers both an 
excellent analogy for why the Stimulus bill's green subsidies cannot improve the economy, and a 
chart showing that it docs not Though, that does not appear to be the authors’ intent. 

The study notes that alter the enactment of the Stimulus bill, the unemployment rate not only 
increased fluther, but exceeded even the Obama AdminisUation’s own forecast for the no-policy 
case. That is, the implication is that the policy made the economic situation worse. In hying to 
explain why the Stimulus package was effective never-thc-lcss, the authors write, 

“A good metaphor for this coutrovcisy is tlic temperature in a log cabin on a cold wimcr's night 
Say that the weather forecast is for the temperature to reach 30 degrees. To slay warm, you 
decide to bum three logs in the fireplace. You do the math (and chemistry) and calculate that 
burning these three logs will generate enough heat to bring the inside of the cabin to 50 degrees - 
or 20 degrees warmer than the ambient temperature. But the forecast is wrong — and instead 
temperatures plummet to 10 degrees and burning the logs only results in a cabin temperature of 
30 degrees. Has log-buming foiled as a strategy to generate heal? Of course not."'’ 


*David Fivddosp, ‘*Obiiina's Big Green Gamble: Solyndra." Tti& tVashingJon Examiner, July 14, 2010, at 
imn-J/wa!ihinatonexamuter.com/nods/6S146ii (April 10. 2011) 

’Ronnie Greene and Mnnhew Mode, '4jrecn Bundler With The Golden Touch," The Huffinffon Post, March 30, 
2011, at hitD'//ww.'. hufnnvionDost.com/2 0tl/0i/30/er een-bimdter~with~the~eatden4m ic h n 8 42/t63.hrmt (April 10. 
2011 ). 

'Moiningstar.com, Historical Prices, BCON, at kaD;//txrfonnance.moroineaar.com/stoch‘Derformance- 
rrnim.action 'oass^BiiD ^Brice htslarv oaeeAt-BCON&re eion-llSA& adrwre^en-VS (April 10, 201 1). 

’Sleven Syre, “I-irsl Wind IPO SputtCTS Suddenly," The Boston Globe, October 29. 2010, at 
h im //nrtirJm. haston com/20I 0~l0~20/busl nes.s/29332 I05 I iBO-markMt-tDO -expec taltnns-stock (April 10, 2010). 
'"Jason Walsh. Josh Bivens, and Eihan Polinck. "Rebuilding Green: The American Recovery and Reinvesunent Act 
and the Green Gconomy," Blue Green AJlianoc and the Ecouointc Policy Institute, Fcbruaiy 2011, p. 16, at 
httB://ww w.blueereen aillance.ore/admb t/oubtica tions/files/BGA,EPI~ReBurt,vFtl 4AI~S4F.niA April 10,2011). 
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This metaphor is a periect example of a logical flaw thai typifies green-jobs studies in general. 
The flaw is there is no woodshed. The only logs available are the ones from the walls of the 
cabin. So. it would be no surprise to find it gets colder as the walls are tom down to be burned. 
Burning six logs instead of three will only double the size of the hole in the wall. 

Likewise, there is no money shed from which the government can finance all the green subsidies. 
These resources are extracted from other parts of the economy. They do not, and cannoL come 
from outside the economy. 

Yes, when firms receive government subsidies there may be additional jobs at those firms, just as 
it may get warmer right by the fireplace when more logs arc tom from a wall and burned. But 
just as the overall cabin temperature will plummet, the overall economy su^rs as resources are 
taken from better uses and put to less valued ones. 

Figure 6 from the Blue Green/Economic Policy Institute study is attached, (Arrows added.) It 
plots the percent changes in gross domestic product (QDP), the percent change in consumption, 
and the change in payroll jobs from the first quarter of 2008 through the second quarter of 2010. 
Using the metrics chosen by the study's authors, consumption starts its rebound in the third 
quarter of 2008; GDP starts its rebound in the fourth quarter of 2008; and employment starts its 
rebound in the first quancr of 2009; but it is another tluce months (the second quaner of 2009) 
before the Stimulus spending even begins. By all three measures the economy had turned the 
comer before the first dollar of Stimulus money was spent 

Forcing taxpayers to subsidize energy tlicy would not buy at its full price does uot save tlieiri 
money, nor does it make production more profitable. Raising costs of prodiicticm and reducing 
consumers' real income docs not stimulate the economy. 


The Heritage Foundation is a public policy, research, and educationa] organization recognized as 
exempt under section 501 (c)(3) of the Internal Revenue Code. It is privately supported and 
receives no funds from any government at any level, nor docs il perform an>' government or 
other contract work. 

Ihc Heritage Foundation is the most broadly supported think tank in the United States. During 
2010, it had 71 0,000 individual, foundation, and corporate supporters representing every state in 
the U.S. Its 2010 income came from the following sources: 


ludividuals 

78% 

Foundations 

17% 

Corporations 

5% 


The top frve corporate givers provided The Heritage Foundation with 2% of its 2010 income. 
The Heritage Foundation's books are audited annually by the national accounting firm of 
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McGladrey & Pullen. A list of major donors is available fix)in ITie Heritage Foundation upon 
request. 

Members of The Heritage Foundation staff testily as individuals discussing their own 
independent research. The views expressed are their own and do not rellect an institutional 
position for The Heritage Foundation or its board of trustees. 
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FIGURE 6. Ouarteriy change In real GOP, 
consumption expenditures, and employment 
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Source. B’l analysis of Bureau ol Labor Slallstics data and Bureau of Economic Analysis data 
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Chairman Broun. Thank you, Dr. Kreutzer. Is that better? 
Thank you, Dr. Kreutzer. 

Our next witness is Dr. Josh Bivens with Economic Policy Insti- 
tute. You are recognized for five minutes. Doctor. 

STATEMENT OF DR. JOSH BIVENS, ECONOMIST, ECONOMIC 
POLICY INSTITUTE 

Mr. Bivens. I would like to thank the chairman and members of 
the committee for the opportunity to testify today. I am Josh 
Bivens. I am an economist at the Economic Policy Institute. To- 
day’s testimonies reflect only my own views. 

I would make a couple relatively quick points about the efficacy 
of what we are going to call green investments. I mean, essentially 
they have two benefits. One is in the short run we have a pressing 
problem of very high unemployment rates, and the reason why we 
have those high unemployment rates is because there is a shortfall 
in demand for goods and services in the economy. Green invest- 
ments will help plug that shortfall, bring down the unemployment 
rate in the short run. 

In the longer run the reasons why you undertake green invest- 
ments is because it is recognized that we need to transition to a 
cleaner energy economy for many reasons, one just for the health 
of citizens of the United States, coal-fired power plants are very 
bad for that health, and also to deal with the effects of climate 
change. 

Let me take these in order. Obviously the most pressing problem 
facing the U.S. economy over the short-time horizon is high rates 
of unemployment, and we know why unemployment is high today. 
There is a shortfall of demand in the economy because an $8 tril- 
lion bubble in home prices destroyed household balance sheets, 
made households cut back on spending, destroyed the residential 
construction industry, cascaded throughout the economy, had busi- 
nesses cutting back their capital spending because customers 
stopped coming through the door. Essentially, it is clear why unem- 
ployment is high today. There is a shortfall of demand in the U.S. 
economy. 

The shock to private sector demand stemming from the bursting 
housing bubble is actually larger than the shock that led to the 
Great Depression. A key reason why we didn’t have a second de- 
pression is that we allowed fiscal support, debt finance, increases 
in spending, and decreases in taxes to act as a shock absorber. 
Until the economy reaches pre-recession unemployment rates, fur- 
ther fiscal support would provide similarly welcome downward 
pressure on the unemployment rate. 

For the simple purpose of propping up demand in our economy 
hit by a negative spending shock, you know, most kinds of spend- 
ing and transfer payments are going to be as good as the others, 
but the architects of the American Recovery and Reinvestment Act, 
since we decided to make sure that many of these investments are 
long-term gains as well, and so they essentially were dedicated to 
providing a down payment on making a needed transition to a 
clean energy economy. 

The effects of ARRA have become controversial among policy- 
makers, and that is really odd because these effects are not con- 
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troversial at all among professional economic forecasters. People in 
the private sector and the public sector whose salary depends on 
knowing what is going to happen in the economy over the next cou- 
ple of years are unanimous that the Recovery Act boosted GDP, 
jobs, and reduced the unemployment rate. 

The argument against the effectiveness of RA is kind of through 
a simple feat. It didn’t work because we know it cannot work. It 
essentially says that any money borrowed by the government to fi- 
nance Stimulus takes money out of the hands of households and 
businesses who will spend less. 

You know, this is just wrong. The recession happened because 
households and businesses were saving too much to generate 
enough demand to keep unemployment low. If the government 
didn’t do anything, that would be the end of the story. We would 
be stuck at a high unemployment economy for quite some time. 

If the government instead decided to accommodate the savings 
that households and businesses were already doing, the savings 
was already there, if they just accommodated the savings by swap- 
ping money for treasury bonds and then spending the money on 
public sector investments to generate demand, then you would put 
more people to work, and that is exactly what has happened. 

Essentially, opponents of Stimulus want to argue that public 
spending chases away private spending by competing with it for 
scarce resources, but scarce resources are not the problem in the 
U.S. economy right now. Labor, not scarce. There is four and a half 
unemployed workers for every job in the economy. Corporations are 
sitting on record amounts of cash ready to finance investment. The 
problem is not scarce resources. The problem is demand, and green 
investments help solve that problem. 

In the longer term, say longer than five years, assuming once, 
again, we get to some tolerable unemployment rate, the primary 
benefit of green investments isn’t in boosting the net number of 
jobs in the U.S. economy, rather the benefits are in making the 
U.S. economy more productive and better poised to meet the de- 
mand of transitioning to a cleaner energy economy in the future. 

In my written testimony I go over the evidence that says a larger 
stock of public capital, public investments would do much to boost 
U.S. productivity. I won’t rehash that here. 

Last, I just want to sort of address the argument that green in- 
vestment is just picking winners that the private sector is somehow 
by definition better at doing. Yeah. I don’t think that is right. I 
mean, one, policy failures have so far not given the private sector 
the right price signals to incentivize green investment. You know, 
greenhouse gas emissions are free for individual emitters, but they 
are very costly for other stakeholders in the economy until this ex- 
ternality is priced, you know, the best way to price it would be 
through market-based programs like cap-and-trade. I know that is 
not going to happen soon. There is going to be stunning incentive 
for the private sector to undertake the optimal amount of green in- 
vestment so the government has to step in and do some of it. 

And further, many of these green investments are for public 
goods, goods that are less viable, less excludable than private 
goods, and or have features of natural monopolies. This is the text- 
book example of goods that should be provided by the government. 
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not the private sector, so the idea that we are chasing away the 
private sector from providing these goods and services I think is 
pretty clearly wrong. 

So I would like to just thank you again for the opportunity to tes- 
tify, and I am happy to answer any questions you might have. 

[The prepared statement of Dr. Bivens follows:] 

Prepared Statement of Dr. Josh Bivens, Economist, Economic Policy 

Institute 
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Introduction 

The U.S. economy faces large short-term and long-term challenges. The short-term challenge Is reducing 
eictremely high rates of joblessness - more than a year and half after the Great Recession officially 
ended unemployment remains very dose to 9% and will likely average over this number for the entirety 
of 2011. The long-term challenge is a growing infrastructure deficit that threatens to drag on 
productivity growth and. most importantly. Impede efforts to deal with the threat of global climate 
change. 

The solution to the short term challenge is simple - the U.5. economy is not producing enough Jobs 
because there is still not enough aggregate demand for goods and services to boost demand for labor 
high enough to drive down the unemployment rate. The source of this demand shorten is easy to 
identify - the bursting of the $8 trillion housing bubble that provided a devastating wealth shock to 
American households, forcir^ them to cut back on spending. The burst housing bubble also led to an 
extreme contraction in the residential home-building sector of the economy. As households puRed back 
spending and demand generated by home-building evaporated, this cascaded throughout the rest of the 
economy, leading to large declines in other aspects of business investment. 

Given that the source of today's Joblessness problem is insufficient demand, the solution is for 
macroeconomic policymakers to pull the policy levers available to them to increase this demand. In the 
case of policy controlled by Congress, this means increasing government spending (both direct spending 
and transfers) and financing these increases with debt. This has been done since the Great Recession 
began, but Just not enough to overcome the si^e of the negative shock to private sector spending caused 
by the bursting housing bubble. Arguing that no more can or should be done because the response to 
the Great Recession was historically ambitious (and It was] is the wrong way to think about the problem 
— withdrawing fbcal support to the economy now while joblessness remains historically high would be 
like firefighters walking away from a burning building on the rationale that 'we dumped more water on 
it than we ever have before yet it's still burning - so water must not be working'. 

The solution to the long-term challenge is almost as straightforward - a substantial effort to boost 
infrastructure spending. In particular policies that help address the problem of global climate change - 
must be undertaken. 

A key plank of a long-run campaign to boost infrastructure investments in the U.S. economy needs to 
deal with externalities -the fact that many economic activities (driving, industrial emissions of GHGs) 
are cheap (sometimes even subsidized) for individual users but Impose targe economy-wide costs on 
other stakeholders in the economy. The U.S. economy must both enact policies that allow markets to 
fully price-in the economic costs of emitting greenhouse gas (GH6) as well as kick-start the investments 
that will make the transition to a lower-GHG economy as seamless as possible. 

The effort to put a correct price on GHG emissions has so far not moved forward much. But. the 
economic consequences of more-expensive GHG emissions are simple to forecast, so investments that 
both direct ty allow lower levels of GHG emissions as well as giving American households easy ways to 
transition away from GHG-intens(ve activities (providing high-quaHty public trartsporlation optiorrs to 
allow people to drive less, for example) can, and have, moved first. 

Efforts in recent years to promote "green jobs" have been a dear success, both in providing a shock 
absorber to an economy hit by the largest negative shock to private spending since the Great 
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Depression, as well as in laying a fonndation for a cleaner economy In the future. In the testimony that 
follows, I'll just very quickly discuss some of the evidence supporting this judgment 


Green Jobs and the jobs^risis 

The most ambitious down-payment on green investments for the future In recent years was the 
portions of the American Recovery and Reinvestment Act (ARRA) that boosted these. Below, I give an 
overview of the effective..e 5 s of ARRA. drawing largely on previous testimony that I ve given. 


The ARRA: basic summary 

It was noted above that both the Great Recession and the subsequent slow economic recovery were 
driven by a collapse in private demand for goods and services - a collapse caused by the bursting 
housing bubble. 

The negative shock to private sector spending provided by the housing bubble's burst led to a cascade 
throughout the economy, negatively impacting consumers, businesses, and exports. 


The general caie for using fiscal iuppon to stablllie the economy 

It's clear that boosting public spending and financing it through Increased debt works to stablliie 
economies hit by demand shocks (like the bursting housing bubble). Macroeconomic researchers at 
Goldman Sachs have noted that the shock to private sector spending caused by the bursting of the 
housing bubble is actually larger than the shock that led to the Great Depression. However, because 
falling Incomes also led to tailing tax collections, and because falling incomes and joblessness led to 
automatic Increases in safety net programs like unemployment Insurance and food stamps and 
Medicaid, this led to a purely mechanical Increase in the federal budget deficit of roughly three-quarteis 
of a trillion dollars. These mechanical tax reductions and transfer payments buoyed private •'ouseholtb 
disposable Incomes and acted as a powerful shock absorber against the bursting housing bubble; thu is 
an absolutely key reason why the large initial shock of 2007/2008 did not lead to a second Depression. 

One testament that rising budget deficiu act as a shock absorber against collapsing private sertor 
spending is the fact that essentially no professional economist ctiticlied the Increase In the budget 
drficit that arose before the passage of the Recovery Act: one can find no professional economist^ Ihe 
time arguing that policy should have kept the budget deficit from rising between January 2008 and 
February 2009, 

The Recovery Act - recognizing that more fiscal support was needed l 

The Recovery Act represented the correct assessment that the shock absorption provided by the purehr 
mechanical rise in the deficit was too small (even when paired with the Interest rate cute undertaken by 
the Fed) to provide a quick recovery. So, the ARRA was constructed to provide an even larger cushion to 
the economy. Despite being premised on exactly the same theory as the rationale lor automatic 
stahillrers, because It had a clear political sponsor (the Obama Administration) it became nypapertor 
criticism of all kinds. 

One controversy surrounding the Recovery Act concerns the composition of the act. with many crttia 
areuing that if was too heavily weighted towards spending at the expense of tax cuts to stimulate the 
economy. However, only about a third of the Act's appropriations actually funded direct govermnent 
spending More than a quarter of the appropriations were for tax cuts (and these were front loaded, so 
more than a third of what has been disbursed so far has been tax-cuts) while the remainder went to 
Transfer payments to individuals and states. 
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<Figure 1 here: Composition of the Recovery Act> 

further, the tax cuts preferred by many of the Act's critics - those going to businesses - were far and 
away the least effective stimulus included in the Act. Tax cuts are less efficient job-creators (especially 
those not targeted to lower-income households) because they may be saved instead of spent, and 
because many of the business tax cuts were essentially windfalls (often retroactive) that rewarded 
activity that would have been done (or had actually already happened) even without the Act 

On the other hand, safety net programs— such as unemployment insurance, nutrition assistance, and 
health insurance supports- are by definition yvell-targetedi they go to those families whose incomes 
have fallen below a threshold or who have recently suffered Job loss. Consequently, recipients are much 
more likely to spend these payments - they have to. And in terms of making sure that all increases In 
public debt are spent, infrastructure spending Is best of all - none of it can be saved; it all must be spent 

<Figure 2: "Bang-for-buck' from various multipliers for stimulus> 

Is infrastructure investment "timely" enough to fight recessions? 

Another criticism aimed at the ARRA was that It outlaid money too slowly. Infrastructure Investments in 
general are often criticited for not being "timely" enough to work well as anti-recession measures - the 
"timeiy” mantra was one reason, for example, why infrastructure Investments were dismissed almost 
across-the-board by policymakers when the first stimulus package of January 2008 was debated and 
passed.’ 

Given the length of the Great Recession, and the projected time It will take even from today to reach 
full-employment, it seems safe to say that this argument can be put to rest: we are in no danger of 
starting infrastructure programs of any kind that will "miss" the economy's need for more demand. 

In regards to ARRA. this criticism of its on-timeliness Is particulariy ironic given that its boost to 
economic growth has actually fallen to nearly zero by the last half of 2010 -just as economic growth 
was decelerating. In short, the substantial boost to the economy from the ARRA has come and gone and 
the need for more demand remains. This fade-out of ARRA's overall effect happened even as substantial 
new green investments were still coming on-line and boosting jobs and incomes. 

the mechanics behind these two tacts • that the ARRA's overall impact is fading while valuable green 
investments are still coming on-line each day - is simple: the bulk of ARRA's overall spending and tax 
cuts were actually (and contrary to the "untimeliness" charge) quite front-loaded. Many of the tax cuts 
were largely spent In the first year of its implementation and transfers to state governments and to 
households were often just a matter of expanding existing programs, so these started boosting 
purchasing power right away. 

By 2011, however, many of these tax-cuts and state-transfers had started to expire (some of the 
transfers to households also expired, though the largest -the boost to unemployment insurance 
benefits - has been extended through 2011). Because the rate of spend-out from the ARRA was falling 
by the last half of 2010, Its impact on growth was falling as well. 


■ It should be noted that not everybody riismlssed infrastructure soendlog as effective stimulus In early 2008 -see 
Eisenbrey. Irons and rvilshel (2008). 
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However, this falling rate of spend-out would be even greater if the green Investments that continue to 
roll-out each day were not still in the pipeline. While these green investments that continue to come on- 
line are not large enough to make up entirely for the massive withdrawal of ARRA's spending on 
transfers and tax cuts, they do still provide a real boost to the economy by cushioning the withdrawal of 
These other spending categories. 

The bottom-line on ARRA after two years 

The most contentious political controversy surrounding the ARRA is simply whether or not it helped at 
all to stabilize economic output and create or save Jobs. A facile debating technique used by those 
contending that the Recovery Act did nothing invokes the Obama Administration's (admittedly Ill- 
advised) forecast that the unemployment rate would rise to roughly 9?t If the Recovery Act was not 
passed but would not reach 8% if It was enacted. When unemployment peaked at lO.lX after Its 
passage, critics pounced, claiming sometimes that It had even somehow made things worse. 

The problem with this interpretation is that it fails to consider the fact that it was not the Recovery Act 
that failed, but rather the imagination of economicforecasters (both within as well as outside the 
Obama Administration) about how much damage the collapsing housing bubble would do to the 
economy. 

In short, the difference between an economy with and without the Recovery Act has come In just as 
advertised: the economy has between 2-4 million Jobs more than it would have had if the Act hod not 
passed. The underlying trend of the economy, however, was far worse than most forecast. The 
unemployment rate without the Recovery Act would have reached nearly 12%, not the 9% foreseen by 
the Obama Administration. 

A good metaphor for this controversy Is the temperature in a log cabin on a cold winter's night. Say that 
the weather forecast is for the temperature to reach thirty degrees. To stay wami, you decide to burn 
three logs In the fireplace. You do the math (and chemistry) and calculate that burning these three logs 
will generate enough heat to bring the inside of the cabin to fifty degrees - or twenty degrees warmer 
than the ambient temperature. 

But the forecast is wrong -and instead temperatures plummet to ten degrees and burning the logs only 
results in a cabin temperature of thirty degrees. Has log-buming failed as a strategy to generate heat? 

Of course not. Has your estimate of the effectiveness of log-burning been wildly wrong? Nope - it was 
exactly right - "it added twenty degrees to the ambient temperature. The only lesson from this Is a 
simple one; since the weather turned Out worse than expected you need more logs. 

Evidence on ARRA's impact 

What Is often unappreciated In public debate is that the perspective that the ARRA worked as advertised 
to create 2-4 million Jobs Is the essential consensus among economic forecasters, both private and 
public In short, for those whose salary depends on knowing what moves the economy from quarter to 
quarter, there is unanimity that the Act Saved or created millions of jobs. 

xFigures 3— S here: effect of the Recovery Act on GDP, jobs, and unemployments 

There are a number of factors that explain the near-unanimity among forecasters who have examined 
the impact of ARRA. 
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Fir5t, it is firmly in line with what mainstream economic theory teaches is the flkefy effect of deficit- 
financed tax cuts, transfers and spending in an economy that has high unemployment even in the 
presence of rock-bottom Interest rates (i.e., is in a liquidity trap). The effect of increasing deficits to 
finance tax cuts, transfers and spending In a heafthy economy is ambiguous and there are many 
complications to assessing it. However, in a iiqulditv trap these complications fade away and the impact 
of these policy maneuvers become quite straightforward; they unambiguously push the economy closer 
to Ks polenliai, lowering the unemployment rate 

Second, Che timing of the Recovery Act coincides perfectly with the halt In the downward spiral of both 
economic output and employment/ in the 6 months before the Act began paying out funds, gross 
domestic product contracted at a -5.9% annualized rate while m the 6 months after its passage the 
economy grew at a 0.75% annualized rate. 

In the 6 months before the Recovery Act cook effect, average monthly employment declined by over 
700,000 while in the 6 months after rts passage these declines fell nearly in half, to 369,000. in the 
second 6 months of the year following its passage average employment was roughly stable - and began 
growirtg consistently thereafter.* 

<Figure 6 here: growth in GOP and employment pre/post ARRA> 

Green Jobs, the infrastructure dehdt, and climate change 
Ample evidence exists arguing that there is a targe deficit In needed physical Infrastructure investments 
in the U.5. economy. Further, the threat of global climate change argues for significant resources to be 
spent to mitigate carbon emissions and put the economy on a iow-carbon track in decades to come. 

The more Front-loaded these investment efforts are, the better it is for an American economy that looks 
saddled with a high unemployment rate for years to come. But, even after the jobs crisis inflicted by the 
Great Recession recedes, the case for public Investment on its own terms remains strong and needs to 
be accommodated in our nation's budgeting. Any plan to reduce the deficit that does not accommodate 
this needed improvement in the public capital stock is economicoUy irresponsible. 

Evidence on public investment and growth 

A substantial economic literature exists that attempts to quantify the growth benefits of public 
investment. This literature was almost single-handedly sparked by David Aschauer's work in the late 
19SQs and early 1990s. Aschauer (1989a.b,c and 1990)provlded copious evidence supporting the view 
that more than half of the rapid decline in productivity-growth that began in 1973 and persisted through 
1995 could be attributed to slowing public investment. 

Aschauer essentially used national-level data and ran regressions using changes In the public capital 
stock (often disaggregated by type] as an explanatory variable and various outcome measures 
(productivity growth, productivity growth in the private sector, the return to private sector Investments) 


’ In what follows I dace the effect of the Recovery Act as beginning April I, 2009. While it was passed in (are 
February and some money was spent before this, April 2009 is Che first month that saw significant amounts of 
rnonev being spent. 

'while there were months with job-losses in the second half of the year following ARRA's passage, these were 
mostly attributable to layoffs occurring due to the end of the deCennral census private sector employment has 
grown constscenriy since January 2010. 
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as independent variables. He found a large and significant positive relationship between growth in the 
public capital stock and In these private sector output variables. 

Separately, Munnell (1990a,b and 1992) began pursuing a related research agenda. She also looked at 
national, time-series relationships between changes in the public capital stock and private-sector 
productivity growth and returns to capital, finding a significant and positive relationship. 

Both the Aschauer and Munnell work demonstrated that public Investment was in fact more likely to 
crowd-ln private investment than to crowd It out. And both suggested that the declining rate of public 
investment was a prime culprit in explaining the producitlvity growth slowdown that began in the early 
1970s. 

A criticism of these Initial studies was that their relatively simple time-series orientation led them to pick 
up spurious trends in their explanatory and independent variables. As neither public capital stock 
growth nor productivity growth is "stationaiV - meaning that their average (and variance) change over 
time - then a simple regression relating one to the other might just be picking up a common, but non- 
causal, trend affecting both. The critics further argued that when the relevant series were "de trended" 
(usually by first-differencing) the strong relationships between public investment and private sector 
growth outcomes were greatly weakened. 

While the criticisms of the earlier Aschauer and Munnell work had some merit, the proposed solutions 
did not, so the conclusions drawn from de-trending should be rejected. Nobody really argues that there 
should be an Immediate short-run relationship between public investment in, say the first quarter of 
2009 and productivity growth in that same quarter. De trending the series by definition removes the 
possibility of finding the kind of long-run equilibrium relationship between public investment and 
growth that the theory calls for and instead can only capture short-run adjustments of private-sector 
growth to public capital. 

More Importantly, consequent research that explicitly dealt with some of the criticisms of the first round 
of public investment research re-established strong findings that public Investment aids growth - both 
total and even privote-seaor growth. 

For example, when researchers, like Munnell (1992), examined variations across regions and states, they 
likewise found a durable link between public investment and productivity growth. While some 
researchers argued that this link was weakened by the inclusion of state fixed effects. ShlojI (2001) has 
found positive and significant effects of public Investment even when Including these fixed effects. 

John Fernald's (1999) work looks at the effect of targeted public investments (say Improvements In 
roads and highways) on the productivity of Industries most likely to benefit from a higher-quality public 
capital stock (trucking in the case of highway improvements) and found that this was indeed the case - 
public capital Improvements led to significant increases in the private sector Industries most likely to be 
affeaed by them. 

James Heintt (2010) has undertaken the most recent re-working of Aschauer's national-level results, 
incorporating and correcting many of the crHicisms made of the original papers. He finds, after using up- 
to-date data and addressing the statistical issues raised in the eariier rounds of the debate, that the 
public capital and growth link may even be stronger than originally identified by Aschauer. 
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Further, one of the greatest challenges facing the U.S. and world economies going forward is global 
dimate change. As a pure public bad (as opposed to public good) - dimate change is completely non- 
rival and non-exdudabte. This argues that carbon mitigation to stop (or at least slow-down) climate 
change is a global public good and hence a prime candidate for addressing (at least partially) through 
public investments. Numerous economic studies have pointed to a large economic payoff from 
undertaking such a campaign to limit 6HG emissions — and even these have generally not considered the 
considerable insurance value of making truly catastrophic outcomes of climate change much less likely 
In the future. 


Responses to some quick objections about "green jobs" 

There are a number of objections often raised about efforts to expand "green jobs". This section will just 
answerthree of them quickly. 

What exactly are ‘'green |obs'' 

There Is no standard definition. But. i think the derrnition that makes sense is to look at today’s 
economy, and then look at the economy we need to have in order to produce cleaner energy and fight 
6HG emissions. A cleaner economy will burn less coal, will see investments in pollution mitigation, and 
will see some jobotegorles like bus drivers increase their share of overall employment because 
demand for iow-emissions alternative (ike public transportation are likely to rise. 

Job-categories that are needed to build the dean-energy infrastructure are clearly green, but so are the 
job-categories that have a larger weight in overall employment as a consequence of the move to a 
clean-energy economy. 

Even if fiscal support and physical infrastructure projects are good, why do they have to be 'greert'? 
Fiscal support would "work" in short-run no matter what the money was spent on - spending money is 
the point. But, given that there is money to be spent, it makes sense to direct the spending on projects 
that wlU improve the long-run growth position of the U.S. economy. We know a couple of things about 
this long-run - countries around the world k)ok to be moving towards lower-GHG activities and are 
investing enormous amounts in manufacturing goods that will be the foundation of this lower-GHG 
economy. Yet. because policy has still provided a clear signal on what the price of GHG emissions are 
going to be, private actors are still loathe to commit to money. Further, we know that a lower-GHG 
economy will demand many complementary public Irrvestments - high-quality public transportation for 
example. In short, making sure that a significant portion of the fiscal support we provide to the ailing 
economy also supports green investments seems like a clearly appropriate thing to do. 

Don't we have to worry about the debt? 

As hard as it is to hear for people steeped in a Beltway culture that has used fear of deficits to fight 
every policy change they don't like (be rt spending rncreases or tax cuts), deficit fears just don't apply to 
green invesments, either in the short or the longer-term. 

Short-term 

in the short-term, no increase in fiscal support need worry us in regards to debt. The most well- 
pedigreed argument against increasing budget deficits in healthy economies is the fear that increased 
government borrowing causes interest rates to rise as public demand competes with private demand for 
fixed savings of households and businesses. These rising interest rates spurred by growing defidts 
results in private investment "crowding out" private capital formation and the lower value of the private 
capital stock leads to lower future growth. When economic commentators make arguments disparaging 
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the ability of the Recovery Act (or government spending of any kind) to create jobs, they generally make 
variants of this crowdingout argument. 

The general Allure of interest rates to rise in response to the Increase in budget deficits, and to the 
Recovery Aa in particular, is a prime piece of evidence that no crowding out of private Investment is 
occurring, making the Recovery Act not just cheap, but essentially free in terms of its overall econom'K 
opportunity cost.* This is, again, not unexpected. Economic theory teaches that increased public 
borrowing during a liquidity trap does not crowd-out private sector activity 

<F]gure 7 here: Long-term real interest rates> 

Long-term 

In the long-term, if the economy recovers and begins allow for rates of joblessness much closer to 
historic norms during economic expansions, then fears of budget deficits putting upward pressure on 
interest rates may be better-founded. Vet, even this does not argue against green investments. 

The way that rising interest rates harm the economy is by "'crowding out" private sector spending and 
reducing the private capital stock. But, If deficits are incurred through public irrvestments, then the 
overall level of the nation's capital stock is unchanged, and just its composrtion is changed. And so long 
as the public Investments have rates of return as high as the rate of risk-free Treasury bonds, then it is 
economically correct to undertake them. Given what the evidence tells us about the return to public 
sector investments, and given that we know that public investments have lagged private investments for 
some time, it seems dear that an increase in investments meant to close the infrastructure gap and fight 
global climate change will be very high-return indeed. 

Conclusion 

Every serious effort to evaluate the impact of ARRA has indicated that it worked as advertised: the US 
economy would have 2-4 million fewer jobs today and would be hundreds of billions of dollars poorer 
had it not been passed. 

Yet, as of December 2010 the U5. economy still needs 11 million jobs to return the unemployment to its 
pre-recession level. Clearly more fiscal support is needed. 

Given this need. It seems obvious that a smart policy-path to go down would be to extend those parts of 
ARRA that are most effective in spurring growth and employment in the near-term. 

Even better, unlike some other forms of economic stimulus, if by some chance there is a miraculous 
economic recovery that leads to very low rates of unemployment very soon, additional green 
Investments undertaken In coming years would not. even if they are debt-financed, "crowd-out" other 
investments and lead to a smaller economy-wide capital stock. That is, while the case for doing green 
investments now is made stronger by the fact that these investments will provide jobs to an economy 


* There is an additional channel through which increasing federal budget deficrts in a healthy economy can lead to 
slower domestic mcomegrowth - if the increased borrowing spurred by rhem leads to greater borrowing from 
foreign investors. Very few (if any) detractors of the Recovery Act have made the argument chat this has happened 
- and corrc*ctlv so. The mechanism for this channel to vwjrk would have to be a rise in the trade deficit. But. the 
trade deficit fell significantiy over t1>e course of this recession. 
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presently starved of them, the case for these Investments is still strong even rf the economy does not 
need the jobs (a very unlikely possibility). 

In short, the greatest short-term challenge facing the U.S. economy is finding enough wotii for the 25 
million Americans that are either un- or under-employed while the greatest long-term challenge facing 
the U.S. and global economies Is constructing a smooth transition to much less carbon-intensive forms 
of production. Investments in the green economy help ameliorate both challenges. Not undertaking 
them would be madness. 
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Figure 1 

Fiscal stimulus In the 2007 recession: Where did it go? 
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Figure 2 

"Bang for buck” stimulus multipliers 
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Figure 3 
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Contribution of stimulus to GDP growth In the second quarter of 2010 
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Figure 4 

Contribution of stimulus to employment growth tn the 
second quarter of 2010 
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Figure 5 

Percent««e point decrease In unemploymem rste duo to stimulus 
in the second quarter of 20X0 
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Figure 7 

Real long term interest rates on US Treasuries 
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Chairman Broun. Thank you, Dr. Bivens. 

Our next witness is Dr. David Montgomery with NERA Economic 
Consulting. I recognize you for five minutes, sir. 

STATEMENT OF DR. DAVID W. MONTGOMERY, VICE 
PRESIDENT, NERA ECONOMIC CONSULTING 

Mr. Montgomery. Thank you. Chairman Broun and Ranking 
Member Edwards. I am honored, again, by your invitation to ap- 
pear before the subcommittee. 

I have recently joined NERA Economic Consulting as a Senior 
Vice President, but today I am testifying entirely on my own be- 
half. These are my own independent opinions and conclusions, do 
not necessarily represent the positions of my employer or any of its 
clients. 

I have two primary recommendations. Eirst, stop using green 
technology as an engine of macro-economic policy. That approach 
takes resources away from R&D that could lead to fundamental 
technology advances, it increases the cost of meeting environmental 
goals, and it is inferior macro-economic policy as well. 

Second, take some of the resources now being spent unneces- 
sarily on demonstration and deployment and put them to work 
cushioning real research and the onset of the inevitable and nec- 
essary era of fiscal austerity. 

It would also be helpful to create new institutional arrangement 
to assure continuity of energy R&D funding and prevent that fund- 
ing from being starved in the future by the huge budgetary de- 
mands of large-scale demonstrations of unready or excessively cost- 
ly technologies. 

As you consider reductions in spending it is critically important 
to preserve the current levels of funding for basic and applied en- 
ergy research. All the rest of the direct funding, subsidies, loan 
guarantees, and standards to promote large-scale technology, dem- 
onstration, and deployment need to be examined critically because 
most can go without sacrificing either environmental goals or — and 
at a great saving to the taxpayer. 

Why are reductions in basic research so harmful? It is not pos- 
sible to get the best science and technological advances with stop, 
go, stop funding. Good researchers will not tolerate being torqued 
around. They will go back to fields of research where that does not 
happen, and the flow of discovery that is required for breakthrough 
applications will stop. 

And why can reducing direct support for green energy be so ben- 
eficial? That support is a solution in search of a problem. Cost-ef- 
fective environmental programs apply directly to the emissions that 
cause harm. That is what we environmental economists have been 
trying to teach our students at least for the 30 years I have been 
in the game. Tilting the playing field to favor specific technologies 
only forces American industry to adopt more costly ways of meeting 
the requirements of environmental laws and regulations. 

There is already every incentive for industry to choose the most 
cost-effective means to meet those requirements, and I cannot un- 
derstand how we now think that energy is a public good since it 
has been provided cost effectively by the private sector for cen- 
turies. 
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The only virtue green technologies can claim is superior perform- 
ance and identifiable environmental dimensions. So environmental 
programs, not technology subsidies and mandates, should guide 
their adoption. In some specific cases particular kinds of support 
for technology demonstration might be justified. 

But history and economics make it clear that these are the ex- 
ceptions, and allowing the exceptions also opens the door to a flood 
of rent-seeking pleas for support and earmarks. 

Government funding for basic and applied research is still need- 
ed to provide the flow of discoveries on which cleaner and cheaper 
technologies will be based. Every prior — unfortunately, every prior 
Congress that has been faced with the choice has sacrificed the un- 
questioned long-term benefits of R&D to maintain jobs through 
fundamentally-unnecessary and wasteful subsidies for existing 
technologies. 

I urge you to change that dismal record. 

I haven’t used up much of my time. I would be happy in the fu- 
ture to debate some points of macro-economic policy, but I wanted 
to focus on R&D. 

Thank you. 

[The prepared statement of Mr. Montgomery follows:] 

Prepahed Statement of Dr. David W. Montgomery, Vice President, NERA 
Economic Consulting 

Mr. Chairman and Members of the Subcommittee: 

I am honored by your invitation to testify today. I am an economist and have re- 
cently joined NERA Economic Consulting as Senior Vice President. I will start with 
a brief word about my qualifications. 

I have studied energy R&D and energy technology programs since the late 1 970s, 
when as a member of the faculty at Caltech I participated in a major study of the 
economics of R&D supported by the National Science Eoundation. More recently I 
was coauthor of a statement of principles for energy R&D policy with some of the 
most distinguished academic experts in the field. At the Congressional Budget Office 
I was deeply involved in all the issues of this hearing, as my Natural Resource and 
Commerce Division was continuously active in analyzing Federal R&D programs 
and industrial policy. I have published many papers in peer-reviewed journals on 
related subjects, and I was honored by the Association of Environmental and Re- 
source 

Economists with their 2004 award for a “publication of enduring quality” for my 
pioneering work on emission trading. I taught environmental economics at the Cali- 
fornia Institute of Technology and economic theory at Caltech and Stanford Univer- 
sity. I was Assistant Director for Natural Resources and Commerce at CBO and 
until recently I led the group at Charles River 

Associates that developed a pioneering set of economic models and used them in 
studies of virtually every major proposal for climate and energy policies over the 
past decade. 

My testimony today will take a broad view of the subject. I will address the com- 
mon-sense economics of federal efforts to create green jobs through federal R&D 
funding and through the use of loan guarantees, standards, subsidies, regulations, 
and tax incentives to promote “green” technologies. My statements in this testimony 
represent my own opinions and conclusions and do not necessarily represent posi- 
tions of my employer or any of its clients . . . 

Summary 

It is a fundamental error in policymaking and economics to design or justify fed- 
eral support for new energy technologies as a jobs program. It subverts the entire 
purpose of government involvement in R&D, and is the greatest single cause of the 
continued failure of energy technology programs. 
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Some advocates claim that Federal spending on green technologies is a 
“triple winner;” instead, it is at best a “triple also-ran.” ^ No single policy tool 
can at the same time and in a cost effective way develop new energy sources, protect 
the environment, and reduce cyclical employment. A closer look shows that current 
efforts to do these three things at once must, lead to doing none of them well or 
even adequately. 

1. Promoting new energy technology. The federal government has a limited but 
vital role in the quest for new energy technology. But the right division of labor be- 
tween public sector and private sector is absolutely crucial to success. Government 
should focus on basic and applied research. There, its intervention is essential; yet 
it is in these activities that the U.S. government traditionally allocates the smallest 
part of the Energy R&D budget. The policies promoting use of current green tech- 
nology starve needed research in favor of demonstration and deplo 3 Tnent of high 
cost current technology. The stimulus package tilted the balance still farther in the 
wrong direction. 

2. Cost-effective environmental protection: Current programs to promote a Green 
economy actually raise the costs of reaching environmental goals. Well-designed en- 
vironmental policies would provide incentives to choose least-cost means of compli- 
ance. In contrast, current green jobs policies mandate use of specific technologies; 
yet these may often not be the most cost-effective means to the desired end. Some 
current policies even use subsidies to tilt the playing field. If such schemes work 
at all, they do so by encouraging the choice of needlessly costly means while shifting 
the added costs onto the taxpayers. 

3. Stimulus: To be efficient, energy R&D and investment incentives must be pre- 
dictable, consistent, and sustained over a long period of time. But in a recession, 
fiscal policy experts all agree that the most effective jobs program spends its funds 
as quickly as possible and phases out the funding as the economy improves. Thus, 
energy research and investment are strikingly ill-suited to the task of leading the 
economy out of a down turn. The attempt to force these activities into so inapt a 
role is bound to frustrate the goals of both energy policy and economic stimulus. 

Purposes of government intervention: 

Efforts to use government spending to create “Green” jobs lose sight of the real 
objectives of government intervention in energy technology and R&D. Economists 
call these reasons “externalities,” but they can be viewed simply as the problems 
that government intervention is designed to solve. There are two areas in which 
markets cannot be expected to bring about the most socially desirable outcomes 
without some fonn of government intervention, and these are R&D and environ- 
mental protection. There is less complete agreement among economists about the 
appropriate role of government in dealing with the business cycle, but for my testi- 
mony today I will assume that a third policy goal, more rapid recovery from the re- 
cession, is also relevant. The current mix of subsidies for technology deplo 3 Tnent 
through the use of loan guarantees, standards, subsidies, regulations, and tax incen- 
tives has only a haphazard relationship to these three externalities, and cannot do 
a good job of dealing with any of them. 

R&D 

Government must play a role in R&D because it is impossible for researchers and 
innovators to capture for themselves the full value of the information that their ac- 
tivities provide to society.This spillover effect is a positive externality, but it also 
implies that without active government intervention there will be less R&D than 
is socially optimal. The market failures associated withR&D are greatest in the 
early stages of basic and applied research: as activity moves into demonstration of 
technologies and their commercial deplo 3 rment there are increasingly effective ways 
to protect intellectual property — including patents, trade secrets, and in-house de- 
velopment — for innovators and investors to appropriate an adequate share of the 
gains their innovations provide to society. Thus government’s role should be greatest 
in funding of basic and applied research and fade away as projects move toward 
large scale demonstration. ^ 

In all sectors of the economy except energy, U.S. government funding is con- 
centrated in basic and applied research as theory and experience demonstrates that 


1 Jason Walsh, Josh Bivens and Ethan Pollack Rebuilding Green The American Recovery and 
Reinvestment Act and the Green Economy, Blue-Green Alliance and Economic Policy Institute, 
February 2011. 

2 In support of this point, see Richard Newell, A U.S. Innovation Strategy for Climate Change 
Mitigation. The Brookings Institution Discussion Paper 2008-15 December 2008 p. 20 ff. 
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it should be. Energy R&D programs tend to take too few risks, because they con- 
centrate funding on pre-selected potential “winners” that are carried forward long 
after they have ceased to warrant continued government support. In large part, 
these failings can be directly attributed to the widespread perception of energy tech- 
nology funding as a “jobs” program. 

A statement written by a number of the most distinguished experts in the eco- 
nomics of R&D described the kinds of policies that would be effective in promoting 
technological advances in energy: ^ 

Government R&D policy should encourage more risk-taking and tolerate failures 
that could provide valuable information. This can be accomplished by adopting par- 
allel project funding and management strategies and by shifting the mix of R&D 
investment towards more “exploratory” R&D that is characterized by greater uncer- 
tainty in the distribution of project payoffs. The single greatest impediment to an 
R&D program that is directed at achieving a commercial objective is that it will be 
distorted to deliver subsidies to favored firms, industries, and other organized inter- 
ests. The best institutional protections for minimizing these distortions are 
multiyear appropriations, agency independence in making grants, use of peer review 
with clear criteria for project selection, and payments based on progress and outputs 
rather than cost recovery. 

The idea of parallel approaches is very important, and as I will discuss later it 
is rarely seen in Federal energy R&D. Studies of successful R&D show that a par- 
allel approach, in which many early-stage, high-risk projects are funded with the 
expectation that most will fail, would be provide far more information than the cur- 
rent approach, and would increase the likelihood of breakthrough discoveries. 

The statement also emphasized that commitments must be long-term and stable: 

Policy commitments must be stable over long periods of time. Climate change is 
a longrun problem and will not be solved by transitory programs aiming at har- 
vesting available short-run improvements in energy efficiency or low-carbon energy. 
A much more stable commitment to funding and incentives for R&D is required to 
do better than the limited results of energy R&D efforts in the 1970s and 80s. 

What should be equally clear is that a series of temporary, politically unstable, 
targeted subsidies, financial incentives, or even mandates for deploying specific 
green technologies will not provide adequate incentives for the R&D that would 
bring about large-scale technological change. 

Environmental and other externalities of energy produetion and use 

Another rationale for energy R&D comes from externalities associated with energy 
production and use. Effective programs to address these externalities — such as the 
Clean Air Act Title IV program that through a cap and trade program put a price 
on sulfur emissions from utilities — created clear incentives for the private sector to 
develop and deploy new control technologies. One of the few things that most econo- 
mists agree on is that a clear, credible, consistent and stable policy that puts a price 
on C02 emissions will lead to cost-effective technology deployment and provide a de- 
mand-driven inducement to innovation. Federal support for energy R&D motivated 
by these externalities also needs to be concentrated on basic and applied research, 
as existing environmental regulations and new policies focused on the direct causes 
of environmental concern — such as greenhouse gas problems — provide the incentives 
for innovators to take these research findings into commercial demonstration and 
deployment. 

Even energy security is dealt with most efficiently by programs that directly in- 
crease domestic production of crude oil and reduce consumption oil consumption in 
a balanced way. The ideal in terms of cost-effectiveness is an import fee, not a set 
of targeted subsidies and mandates for costly or technologically unavailable sub- 
stitutes for oil."' Production of more fossil fuels is a direct and — on an appropriate 
scale — more cost-effective way to reduce oil imports than promotion of non-petro- 
leum fuels through regulation (Renewable Fuels Standards) or subsidies (ethanol). 

Many of the environmental consequences of energy production and use are al- 
ready extensively regulated. Greenhouse gas emissions have not been regulated 
until now, but are the subject of proposed EPA regulations and much legislation. 
Development of new — and indeed radically new — energy technologies is critical to 


^ “A Statement on the Appropriate Role for Research and Development in Climate Policy” 
Kenneth J. Arrow, Linda Cohen, Paul A. David, Robert W. Hahn, Charles D. Kolstad, Lee Lane, 
W. David Montgomery, Richard R. Nelson, Roger G. Noll and Anne E. Smith. Economists Voice, 
February 2009, Vol 6, No. i. 

“^D. Bohi and W. D. Montgomery. Oil Prices, Energy Security, and Import Policy. With Wash- 
ington, DC: Resources forthe Future, 1982. 
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our ability to reduce greenhouse gas emissions sufficiently to stabilize temperatures 
at some level without unacceptable economic harm. For other externalities, this is 
less clear. Development of new technologies for production and use of fossil fuels or 
other forms of energy is already motivated hy a perceived need for more cost-effec- 
tive options for compliance with policies that address other externalities. 

Recovery 

Recovery from the recession is a policy problem distinct from either R&D or en- 
ergy externalities, and requires its own distinct toolkit. Economists differ seriously 
about the best strategy to pursue to address an economic downturn like the one we 
have faced. All agree that monetary policy in some form is necessary, hut many are 
critical of using government spending to stimulate the economy because of the long- 
term consequences of increased debt and the difficulty of making the spending he 
effective and timely. Too often fiscal measures are so slow to get money into the 
economy that they only ramp up funding after the economy is well on its way to 
recovery, so that rather than reducing unemployment deficit spending ends up in- 
creasing inflationary pressures. Moreover, temporary stimulus programs create con- 
stituencies that lobby to keep the spending going long after stimulus is no longer 
needed. 

The basic principles of public finance for reducing cyclical unemployment are to 
choose methods of spending that get money into the economy as quickly as possible. 
Public works projects that have already been chosen as desirable investments by 
passing through the authorization process are good candidates. But the projects 
must be ones that can be ramped up quickly and also ramped down without waste 
or diminishing their value or effectiveness. Technology development that requires 
this kind of long term and stable funding does not satisfy these criteria. 

Another basic principle is that the stimulus comes from spending, and many dif- 
ferent programs offer the same opportunity for job creation if they receive the 
money. Thus job creation does not serve to justify one form of spending over an- 
other. Choosing which among many competing uses of funds should be the recipient 
of stimulus funding is not different from normal authorization and appropriations, 
except for the need for speed to avoid missing the window when stimulus is needed. 
A program that cannot pass a normal cost-benefit test has no business being chosen 
as a recipient of stimulus funding. 

Why Energy R&D and Green Economy programs achieve none of the policy 
goals well 

There is no such thing as a “triple winner” in economic policy. Economists have 
long observed that as many different instruments are required as there are distinct 
externalities. Using one policy instrument to address three different market failures 
assures that none will be addressed well or cost-effectively. 

Energy R&D failures are largely attributable to an inability to resist treat- 
ing technology investment as a jobs program 

R&D is carried out by governments, for-profit and not-for-profit entities, and na- 
tional and multinational institutions. These institutions perform a wide variety of 
R&D as illustrated in Table 1. This suggests that the problem of appropriability is 
greatest in basic research, important in applied research, and smaller in develop- 
ment and later stages of demonstration, commercialization and deployment. 

Perhaps the most striking feature of the government’s energy spending is the rel- 
atively low priority that it accords to R&D in general and basic and applied research 
in particular. In fact, in terms of total spending, deployment subsidies dominate. 
The following figure shows the relative resource commitments and the relatively 
modest role of basic and applied research in the Federal program. Thus even before 
the stimulus package. Federal funding was highly biased toward development where 
the private sector is capable of handling a much larger role if the technologies being 
advanced to that state promise to be commercially successful. Federal funding for 
this stage has been needed largely because too many unpromising technologies are 
advanced beyond basic and applied research. 
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U.S. 2006 Distribution of Total R&D Funding By Source and Stage 
and Energy R&D Funding in Stimulus Package 
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These funding patterns can be attributed to three serious failings in the total en- 
ergy technology program: 

Large scale demonstration projects that provide “jobs” in politically influential re- 
gions drain funds from basic and applied research, 

Deployment subsidies that benefit specific constituencies are rationalized as cre- 
ating “jobs” even if the technologies are not cost-effective, and 

Failing projects are not cancelled because of the “jobs” involved. 

And each of these failings arises because of favoring jobs” over the most effective 
way of promoting technological advance. 

It is not surprising, therefore, that energy R&D had a long history of waste and 
failure. Cohen and Noll describe a dynamic based on incentives of executive agency 
staff and Congressional incumbents that leads to the conclusion that R&D programs 
will investigate too few risky alternatives in the early stages of research, commit 
prematurely to large scale demonstration, and continue to fund large scale projects 
long after their failure has become evident. ® This is exactly the opposite of the sta- 
ble, long-term research program required to stimulate breakthrough research and 
introduce game-changing technologies. 

Newell, in the study cited earlier, expands on this point: 

A number of specific market problems have been suggested as rationales for tech- 
nology deployment policies. These market problems include information problems 
related to energy-efficiency investment decisions, knowledge spillovers from learning 
during deployment, asymmetric information between project developers and lenders, 
network effects in large integrated systems, and incomplete insurance markets for 
liability associated with specific technologies (Newell 2007b). Although such prob- 
lems are often cited in justif 3 dng deplo 3 Tnent policies, these policies in practice often 
go much farther in promoting particular technologies than a response to a legiti- 
mate market problem would require. Therefore, while conceptually sound rationales 
may exist for implementing these policies in specific circumstances, economists and 
others tend to be skeptical that many of them, as actually proposed and imple- 
mented, would provide a cost-effective addition to market-based emissions policies. 
Critics also point out deployment policies intended to last only during the early 
stages of commercialization and deployment often create vested interests that make 
the policies difficult to end . 

. . . the most notable failures in government energy R&D funding (e.g., the Syn- 
thetic Fuels Corporation, Clinch River Breeder Reactor) tend to be associated with 
large-scale demonstration projects-using up large portions of limited R&D budgets 
in the process (Cohen and Noll 1991). The recent experience with the FutureGen 
Initiative for clean-coal power tends to reinforce this perspective. ® 

The nature of the electoral process biases authorization and appropriation proc- 
esses against basic and applied energy research. Supporting R&D projects that 3 deld 
large, but diffuse, net benefits and those only after a long time, is a poor re-election 
strate^. However, when an R&D project reaches a large enough scale, it begins to 
have distributive significance. At that stage, the project may become politically rel- 
evant to legislators interested in re-election (Cohen et al 1991). 

Energy R&D managers also exhibit an unwillingness to propose a sufficiently 
wide range of risky alternative approaches to achieve real breakthroughs. High-risk 
approaches with high potential may not come to their attention, since in the early 
stage of R&D there are significant agency problems in communicating the nature 
and potential of an approach (Cohen et al 1991). 

Career advancement is also more likely to come from successful projects rather 
than accumulation of useful information about approaches that do not work. This 
limits the set of alternatives considered for funding and leads to far too little risk- 
taking in government R&D and too narrow a view of possible avenues of approach. 

This dynamic introduces a series of perverse incentives. 

First, it encourages officials to move technologies too swiftly to the phase of large- 
scale demonstration. As a result, these projects often run into technical problems 
that could have been resolved much more cost-effectively at a smaller scale, and to 
end up having chosen the wrong route overall. 

Second, congressional involvement has often led to poor projects surviving long 
after they should have been terminated. Representatives gain electoral credit for 
continued funding of local facilities and lose almost no electoral credit because the 
funding is accomplishing nothing. 


^ Linda R. Cohen, and Roger G. Noll (With Jeffrey S. Banks, Susan A. Edehnan, and William 
M. Pegram). The Technology Pork Barrel. Washington, D.C.: The Brookings Institution, 1991. 
® Newell, ibid. 
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Third, the excess resources that demonstration projects consume, either because 
they are launched prematurely or because they linger too long on political life sup- 
port, are likely to crowd out more valuable earlier phase research. In effect, projects 
at the early stage of development are not politically appealing because further work 
on them is not expensive enough to have distributive significance. 

Fourth, the rush to demonstration may distort the selection of technologies toward 
those that are more mature rather than toward those that are more promising. 
Where there is path dependency in technology selection such distortions may have 
long-term consequences. 

In addition to the effects of the high political discount rate on a premature rush 
to demonstration at high cost, choosing the location and design of projects by ear- 
marking to benefit influential constituents is unlikely to lead to the choice of the 
best qualified and most cost-effective organization to carry out an R&D project. 

All of these characteristics are found in the expanded set of programs that were 
introduced in the stimulus package and are rationalized as a program to create a 
“Green Economy.” The history of energy R&D suggests that they will not promote 
technological advance effectively and that they will lead to waste of taxpayer’s re- 
sources. 

Green energy subsidies raise the cost of environmental policy 

Cost-effective environmental policies lead to a choice of technologies that achieve 
the goals of the policies at minimum cost. A price on pollution -like the price of sul- 
fur or NOx allowances — motivates every emitter to choose methods of reducing 
emissions that cost less per ton removed than the price of allowances. With a fixed 
cap on emissions, the allowance market causes the price of allowances to adjust 
until sufficient investments are made in pollution control that the cap is achieved. 
Introducing mandates for specific “Green” solutions, such as a Renewable 

Portfolio Standard or credits for manufacturing renewable energy equipment, only 
forces utilities to choose more costly renewable energy technologies over less costly 
solutions, because the cap will be met in either case. 

A performance-based emission standard does not achieve the broad cost-minimiza- 
tion that an emission trading system would do, but it does provide an incentive for 
regulated entities to choose the method of compliance with the standard that mini- 
mizes cost. A good example is the reformulated gasoline standard, which allows 
flexible choice of fuel components as long as the required emission performance is 
achieved. Adding a set of renewable fuel standards on top of the reformulated gaso- 
line emission standards only increases the cost of meeting the emission standards, 
because the renewable fuel standards require that gasoline already compliant with 
emission standards be replaced with a much more costly alternative fuel that in 
some cases actually makes compliance with the emission standard more difficult. 

This is a general phenomenon. Regulations or incentives that deal directly with 
the emissions, or more generally the externality, in question are always more cost- 
effective than incentives or subsidies that tilt the playing field in favor of one set 
of technologies that would not have been chosen as an environmental solution with- 
out the subsidies. And the cost is absorbed by the taxpayer. 

Energy R&D and technology investment have none of the characteristics of 
the optimal policy to create jobs in a recession 

First, they ignore the timing of proposed policies relative to the business cycle. 
One of the first principles of fiscal policy to counter recessions is to make sure that 
funds are expended quickly, and the most common political mistake is to authorize 
spending that will only hit its peak after the economy is well on the way to recovery. 
That mistake in timing means that the opportunity to help the economy out of the 
recession is missed, and that when spending does occur it fuels inflation and drives 
out other, more productive investments. Current regulatory programs and subsidies 
and loan guarantees for green technology fail this test. Even if some spending in 
these programs did ramp up quickly, most of the expenditures would still largely 
be made after even pessimists think the economy will be well on the way to recov- 
ery. In that case, workers supported by green technology subsidies will have to be 
drawn away from other jobs, just as the mandated investment will be drawn away 
from other areas where it would contribute to economic growth. The total result is 
no net job gain and an overall drag on the economy. 

Even if the expenditures for green technology were timely, they cannot take credit 
for the benefits of economic stimulus. As even Green Jobs advocates admit, about 
the same job benefits can be expected to come from any additional stimulus spend- 
ing, so that job benefits do not differentiate between different kinds of spending. 
This kind of job analysis is a sheer waste of time and resources, because every pro- 
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posal for more expenditure can make identical claims. In a slack economy, any in- 
crease in spending will create some jobs. The way to get the most out of fiscal stim- 
ulus is by putting additional spending into the areas in which a temporary funding 
increase provides the greatest return to the economy overall, and that does not in- 
clude R&D or investment that requires stable and permanent incentives. 

Conclusion: What About the Green Economy 

There are serious reasons of public policy for federal support of basic and applied 
research that could lead to breakthroughs in energy technology and for policies that 
deal with environmental protection and global climate change. Very specific kinds 
of measures are appropriate for each. 

Federal R&D funding deals with the market failure in R&D that leads to less 
than optimal R&D effort across the board in the economy. Programs like Title IV 
sulfur trading deal cost-effectively with SOx emissions, and a carbon tax could ad- 
dress greenhouse gas emissions at lower cost than any set of subsidies and stand- 
ards. But even the best-designed regulatory , programs have costs, as I have dis- 
cussed in four previous appearances before House and Senate Committees in the 
past two months. They do not create additional jobs for the economy as a whole, 
but they do raise energy costs and lower worker compensation and the standard of 
living of the average household. Ideally, environmental and climate policies will be 
designed so that the benefits of addressing various forms of pollution and global cli- 
mate change will exceed their costs. 

Energy R&D has the potential of leading to future technologies that can lower the 
cost of energy, but R&D has a cost as well. R&D requires both money and, more 
importantly, an adequate supply of qualified scientific researchers. Shifting the di- 
rection of research toward energy diverts dollars and researchers away from other 
fields, unless there is both a net increase in total R&D funding and additional in- 
vestment in education and training. 

What, then, is the purpose of programs to promote a “Green Economy?” The vast 
majority of “Green Economy” funding is not going to basic and applied research, it 
is going to loan guarantees, standards, subsidies, regulations, and tax incentives for 
demonstration and, mostly, deployment of current technology. Environmental regu- 
lations and climate policy already address the externalities that provide a reason 
for government intervention. They provide incentives for private businesses to adopt 
clean energy or “green” technologies and practices when they are cost-effective 
ways of complying with environmental regulations and policies, and leave them free 
to do otherwise when green is not cost-effective. Therefore, federal funding and 
standards to promote adoption of green technology are unnecessary to achieve the 
environmental goals that have been accepted in public policy. For the economy as 
a whole, these large expenditures and requirements only serve to increase the cost 
of achieving the goals of environmental policy by predetermining which technologies 
will be favored. They do, of course, increase investment in favored technologies, but 
they do so at the expense of investment in more cost-effective alternatives and the 
consumer who always pays the bill. 

Chairman Broun. Thank you, Dr. Montgomery. 

Just for the information of members of the committee, we have 
a vote on, and for the witnesses, we have a vote on now. We will 
be able to hear Mr. Kovacs’ testimony. After Mr. Kovacs’ testimony 
we will recess and reconvene 10 minutes after the last of four votes 
begins. 

So, if you would, please, come right back after you vote, and we 
will get back as quickly as we can. We apologize for the interrup- 
tion, but, unfortunately, we have got the votes. 

So, now I want to recognize our final witness, Mr. William 
Kovacs, U.S. Chamber. Mr. Kovacs, you have got five minutes. 

STATEMENT OF MR. WILLIAM KOVACS, SENIOR VICE PRESI- 
DENT, ENVIRONMENT, TECHNOLOGY, & REGULATORY AF- 
FAIRS, U.S. CHAMBER OF COMMERCE 

Mr. Kovacs. Thank you. Chairman Broun, Ranking Member Ed- 
wards, and the members of the committee. You have asked me to 
address two issues; one, the impediments to the development of 
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private sector energy projects, including the creation of green en- 
ergy jobs and to identify under-utilized federal programs that could 
spur job growth without new statutory authority. 

There are actions Congress could take, and they could take them 
now with any — without any appropriated funds that would create 
tens of thousands of clean energy and energy-efficiency jobs, gen- 
erate billions of dollars in additional GDP, expand the development 
of clean energy technology, and substantially reduce the energy use 
of the world’s largest energy user, the Federal Government. 

You can do this by doing two simple things without any federal 
funding. One is you need to streamline the permitting process for 
private sector energy projects, and two, we need to maximize the 
implementation of the Energy Savings Performance Contracts that 
Congress passed in 2007. 

Let me expand on both of these. If you look at page four on — 
in my testimony, it is a map of what we call our Project No Project, 
and that is an identification of projects in March of 2010, that were 
stopped by permitting challenges across the United States, and 
what is so fascinating about this is that the only common thread 
is that they were stopped by sequential challenges. They would 
start with one law, move to another law, move to another law, and 
because the statute of limitations is generally six years, you can be 
the last person in your law school class and hold it up for ten 
years. It doesn’t — it is not a trick. 

But what is so important is that in this process, when we did the 
economic study, if these projects had all moved forward during the 
seven-year period of time which would have been the construction 
period, they would have generated about $1.1 trillion in new GDP, 
and it would have created about 1.9 million jobs a year. And then 
for the 20 or 30 years that they were in existence they would have 
produced more jobs. 

We recognize within the study that you couldn’t build them all 
at once. There wasn’t the people, there weren’t the materials. So 
we did a sensitivity analysis, and even if you took whatever was 
happening and let’s say we did the largest project in any state, you 
still had a $.5 trillion in GDP and hundreds of thousands of jobs, 
and we did that for nuclear or all renewables, pick your choice. But 
some of the projects, if a large group would have gone forward, you 
still would have created the jobs. 

The solution there is permanent streamlining. Congress has han- 
dled this issue many times. You handled it in the Highway Bill in 
2005. You literally created the time to get through the process for 
NEPA in half from about 72 months to 38 months. You did it in 
the Stimulus Project with requiring the use of NEPA in as expedi- 
tiously a manner as possible. That allowed 180,000 out of 250,000 
projects to get into the marketplace quickly. 

The second point that I want to talk about is energy-savings per- 
formance contracts. In a climate of fiscal restraint you literally 
have an $80 billion pool of contracts that you can move imme- 
diately. An Energy Savings Performance Contract is a statutorily- 
established, private sector partnership in which the private sector 
energy service company installs in federal buildings all the energy 
efficient equipment at its own expense and is paid from the energy 
savings over a 20 to 25-year period of time. 
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You are probably all familiar with it. This building is subject to 
one of the Energy Savings Performance Contracts as well as the 
other House buildings. The energy service company guarantees the 
proposed energy savings and takes full responsibility for any of the 
shortfalls. So there is absolutely no risk to the Federal Govern- 
ment. It is an $80 billion authorization that can be triggered lit- 
erally by the Federal Government wanting to do this. 

One of the things that we have — that has been very clear is that 
there have been two problems with this issue. One is because it is 
outside of what we would call just using appropriations, the federal 
contractors in the Department of Energy that manage these pro- 
grams really are not familiar with it, and they could use more 
training, and that is based on basically GAO reports. 

And the second is I think the Stimulus from what we can tell 
from both the GAO reports and the obligated funds under the 
Stimulus, because appropriated funds were available, it was easier 
for the Department of Energy to move and use the appropriated 
funds first rather than the Energy Savings Performance Contract. 
So what happens is you ended up in the last year with only six 
projects totally $104 million when you have an $80 billion author- 
ization. 

Oak Ridge National Labs indicated that this would create 40 bil- 
lion jobs, $21 billion in saved energy, and take ten million cars off 
the road. 

In my last 10 seconds I recommend that solutions and executive 
order get the President behind us. This is an excellent law, and if 
he makes it — if he requires this to be used first before appropriated 
funds, that would move it along. We need training and then finally 
Congressional oversight. 

Thank you very much. 

[The prepared statement of Mr. Kovacs follows:] 

Prepahed Statement of Mr. William Kovacs, Senior Vice President, 
Environment, Technology, & Regulatory Affairs, U.S. Chamber of Commerce 
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•‘Green Jobs and Red Tape: Assessing Federal Efforts to Encourage Employment” 


Testimony of William L. Kovacs 

Senior Vice President, En>ironment, Technology & Regulatory Affairs 
U^. Chamber of Commerce 

April 13,2011 


Good morning. Chairman Broun, Ranking Member Edwards, and members of the 
Subcommittee on Investigations and Oversight My name is William L. Kovacs and 1 am 
senior vice president for Environment, Technology and Regulatory Affairs at the U.S. 
Cliamber of Commerce. ’Ihe Chamber is the world’s largest business federation, 
representing the interests of more than three million businesses and organiMtions of 
every size, sector, and region. On behalf of the Chamber and its members, 1 thank you 
for the opportunity to te.stify here today. 

You have asked me to come before the Committee today to provide an overview 
of the barriers, burdens, and impediments to the development of private sector energy 
projects, including the creation of green jobs. In addition, you have asked me to address 
any underutilized federal programs or projects that could spur green jobs growth withom 
new authority. 

The phrase “green job" has become a politically-charged term over the past few 
years, and has developed its fair share of followers and critics. My goal today is to be 
neither. Rather. 1 am here today to talk about ways we can help create a substantial 
number of jobs by deploying new, clean energy technologies and promoting energy 
efllcicncy. And creating jobs is essential: the Chamber estimates wc will need to create 
20 million jobs over the next decade— ail jobs, including green job.s — to replace those 
lost in the cunent recession and to meet the needs of America’s growing workforce. 

My testimony will focus on how Congress, without the use of any federal funiks, 
can create tens of ihoasands of clean energy and energy efficiency jobs. First, Congress 
should lake steps to streamline the calcified regulatory process for piermitting new private 
sector energy projects that is preventing construction and keeping millions of potential 
jobs on the sidelines. Second. Congress can maximize the Energy Savings Performance 
Contracts program, an energy efficient retrofit program for Federal buildings that requires 
virtually no upfront taxpayer cost, but that suffers from drastic underutilization. Better 
utilization of this program will reduce the federal goverameni’s energy needs while 
creating jobs and saving taxpayers money. 
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L CHANGES TO THE SITING AND PERMITTING PROCESS FOR NEW 
ENERGY PROJECTS COULD YIELD TRILLIONS OF DOLLARS LN GDP 
AND MILLIONS OF JOBS ANNUALLY 

If our great nation is going to begin creating jobs at a faster rate, we must gel back 
in the business of building things. We also need to figure out how to do it without years 
and years of permit delays related to our complex regulatory process dial allows almost 
anyone to impede or stop any energy project. 

A. The Project No Protect Inventory and its Significance 

For years, the Chamber knew of anecdotal evidence that projects were being 
delayed or .stopped throughout the nation, but there was no study that systemafically 
examined the circumstances of such challenged projects. This lack of information 
allowed groups that typicaUy oppose new energy projects to tell tlieic elected officials 
that clean energy was wonderful but that the local project was just not the right project 
for the neighborhood. Unfortunately, without a national study, our own elected leaders 
had no appreciation for the number of projects being stopped or substantially delayed. 

To address this information shortfall. Chamber staff implemented Project No Project, an 
initiative that assesses the broad range of energy projects that are being stalled, stopped, 
or outright killed nationwide due to “Not In My Back Yard” (NEMBY) activism, a broken 
permitting process and a system that allows limitless challenge.s by opponents of 
development. Results of the assessment are compiled onto the Project No Project 
Website (hnp://www.nroiectnonroiect.com )■ which serves as a web-based project 
inventory. The purpose of the Project No Project initiative is to enable the Chamber to 
miderstand potential impacts of serious project impediments on our nation's economic 
development prospects, and it is the first-ever attempt to catalogue the wide array of the 
energy projects being challenged nationwide. 

The information collection process for Project No Project has been a midti-year 
effort. All data was obtained by Chamber staff via publicly available sources, and each 
project contains a profile on the Website that has been written by one of the Chamber’s 
lawyers. The profiles generally give a concise history of the project and assess its 
prospects going forward. Each project profile contains a series of hyperlinks to original 
information sources, as well as a “last updated” date stamp. All projects have been 
audited internally via a multi-step process. The site is truly the first of its kind: while 
industry-specific catalogs exist (e.g., the Sierra Club’s “Beyond Coal” inventory of coal- 
fired power planu it seeks to close), to the Chamber’s knowledge nobody has ever tried 
to compile a technology-neutral invenioty of challenged power generation projects along 
the lines of Project No Project. The entire site received a comprehensive update in early 
2011. 


The Chamber found consistent and usable information for 333 distinct pro jects. 
Tliese included 22 nuclear projects. 1 nuclear disposal site, 21 transmLssion projects, 38 
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gas and platform projects. 1 1 1 coal projects and 140 renewable energy projects — ^notably 
89 wind, 4 wave, 10 solar, 7 hydropower, 29 cthanol/biomass and 1 geothermal project. 
Since some of the electric transmission projects were multi-state investments and, as 
such, necessitate approval from more than one state, tliese mvestmaits were apportioned 
among the states, resulting in 351 state-level projects attributed to forty-nine states: 



?ro]ec\44o-Rfoj^ei- 

www.proJecfnoproJect.com 



Full descriptions for each project arc available on the Project No Project Web site. 

lire results of the inventory are stanling! One of the most surprising findings is 
that it is just as difficult to huild a wind famr in the U.S. as it is to build a coal-fired 
power plant. In fact, over 40 percent of the challenged projects identified are renewable 
energy projects. Often, many of the same groups urging us to third: globally about 
renewable energy are acting locally to stop tire very same renewable energy projects that 
could create jobs and reduce greenhouse gas emissions. NIMBY activism has blocked 
more renewable projects than coal-fired power plants by organizing local opposition, 
changing zoning laws, opposing permits, filing lawsuits, and using other long delay 
mechanisms, effectively bleeding projects dry of their financing. 

A few examples will help illustrate ‘he problem. In California, the Green Path 
North was a proposed S500 million, 85-mile-long “green" power transmission line that 
would have bioughi renewable electricity from inland California to Los Angeles. The 
I.OS Angeles Department of Water and Power (1-ADWP) proposed the project to help 
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meet its renewable electricity mandate, which must be 35 percent by 2020. In 2009, 
LADWP projected that 14 percent of its electricity came from renewable sources. A 
wide range of national and local environmental activist groups, including the Sierra Club, 
Center for Biological Diversity, and the Redlands Conservancy fiercely opposed the 
project, because it would have crossed wilderness preserve.s and scenic ridgelines. The 
opposition groups forced seven route and capacity revisions for the proposed 
transtnission line. In addition. Senator Dianne Fcinstein introduced legislation to protect 
California desert lands from renewable projects, which would have made it very difficult, 
if not impossible, to constnret the Green Path North transmission line. On March 10, 
2010, lADWP officially abandoned the Green Path North project, citing enormous costs 
and fierce oppo.sition from environmental groups. 

In Pennsylvania, Penn-Mar Ethanol attempted to construct an ethanol producing 
plant in Conoy Township in 2004. Neighboring Hellam Township sent a letter to the 
Conoy Township Board of Supervisors objecting to the ethanol plant. Hellam 
Township’s objections includ^ environmental risks to the surrounding area and the “risk 
of causing the beautiful area siurounding the Susquehanna River to become an 
undesirable site.” In February 2005, Penn-Mar annoimced plans to cancel the project at 
the plaimcd location and relocate the project to Frankl'm County, Pennsylvania, where 
Penn-Mar signed a S2.24 million sales agreement to buy a 55-acrc tract. Almost 
immediately, a group calling itself “Citizens for a Quality Environment” sought to block 
the project at the new location. The group mounted local opposition and filed a lawsuit 
grounded in local zoning laws. An injunction was granted against the proposed plant, and 
in November 2005, Judge Richard J. Walsh issued an order stating that Penn-Mar 
Ethanol's plant was not a permitted use. The proposed plant’s investors could not work 
out the details by the sales agreement’s expiration date, and ultimately the deal fell 
through. Investors publicly blamed Citizens for a Quality Environment for tlic death of 
this project, 

A third example comes from a challenge to biomass power generation in 
Wi.Sconsin — one tliat occulted after the Project No Project inventory wa.s completed, but 
one that clearly illusnaies the difficulty of building any type of energy facility, even a 
technology that environmental groups claim to support. In 2008, We Energies settled a 
Clean Water Act lawsuit with Sierra Club and Clean Wisconsin over plans to build tlie 
Elm Road Generating Suilion, a coal-fired power plant. The .settlement required, amoug 
other things, that We Energies build a 50-megawatt biomass power plant to help satisfy 
the state’s renewable energy mandate. However, little more than two years later, the 
environmental groups have changed position and are now challenging the biomass plant’s 
permit, alleging that it does not adequately account for the biomass facility’s greenhouse 
gas emissions. Just a few days ago, the Wisconsin Department of Natural Resources 
issued a final permit for the facility, but one more state approval remains. Regardless of 
the outcome, lawsuits will almost surely follow. We Energies is working to construct the 
plant by 2013 to qualify for lax credits, and any further delay could severely hinder that 
goal. 
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As these examples demonstrate, NlMBYism is a complex, lechnology-nentral 
problem. No single “checklist” exists for tlie NIMBY plaintiff, although in every case 
the opponent uses the same general strategy: if at first you don't succeed, try again. And 
again. And keep trying as long as the law will allow in the hopes that eventually the 
developer will walk away. Even the environmentally-conscious Vermont Journal of 
Environmental Law argued in 2003 that that most environmental NIMBY plaintiffs are 
usually less concerned with envirorunental protection than they arc with maintaining a 
standard of living.' The article encourages attorneys to counsel their clients away from 
the protracted environmental NIMBY litigation strategy — which generally benefits 
nobody — and toward alternative approaches, such as environmental mediation or a multi- 
party structured negotiation process.* 


B. The Economic Study 

When we set out to compile the Project No Project inventory, we expected to find 
50, or even 100 projects. Tlie fact that we (quite easily) topped 350 is absolutely 
shocking. More amazing is that we did not include oil and gas exploration projects or 
pipeline projects, which undoubtedly would have increased our totals. It became clear 
from our research that the nation’s complex, disorganized regulatory process for siting 
and permitting new faculties and its frequent manipulation by NIMBY activists constituls 
a major impediment to economic development and job creation. WTiich gave rise to the 
next question: how much money exactly is sitting on the sidelines due to this problem? 

To answer this question, we commissioned an economic study. Progress Denied: 
The Potential Economic Impact of Permitting Challenges Facing Proposed Energy 
Projects, which was produced by Steve Pociask of TcleNomic Research, LLC and Joseph 
P, Fuhr, Jr. of Widener University. An electronic copy of the study can be accessed at 

http://www.projecmoproiect.com/Drogrcss-denied-a-studv-on-the-potential-economic- 
impact-of-oermitting-challcnges-fac-ing-proposed-energy-Droiects/ . The Chamber asked 
Pociask and Fuhr to examine the potential short- and long-term economic and jobs 
benefits if the energy projects found on the Project No Project web site were sucxxissfuJly 
implemented. Like the Project No Project inventory itself, this study appears to be the 
first of its kind. 

Pociask and Fuhr performed an input-output analysis, consistent with 
methodology used by the U.S. Department of Conunerce.* The values they arrive at 
include not only of the direct investment for each project, but also indirect and induced 
effects. As investment is deployed and energy projects are. built over a scries of months 
and years, the economy benefits by the direct ptirchasbg of equipment and services, as 


' Colin Carrol, “NIMBY Suits; The Cruicli of the Unskilled Enviromnenial Advocate." Vermont .tnumat if 
Environmenlat Ijiw, OcL 10, 2003, available at him: //www.vicl.prWedi t oriats/EDinP3ii.btmj . 

^Id. 

' "Regional Multipliers. A User Handbook for the Regional Input-Output Modeling System (RISKU)," 
Economic and Statistics Administiation and Bincau of Economic Analysis, U.S. Department of Commerce. 
Third Edition. March 1 997, in particular the ca.se study described on page 1 1 . 
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well as the hiring of workers and contractors. Ihesc activities spur suppliers and 
contractors to hire additional employees and to buy more equipment, in order to keep up 
with demand. In effect, the direct benefit of investment spawns indirca benefits in the 
economy. In addition to the direct and indirect benefits from investment, the income paid 
to workers will be used to make various household purchases, which creates additional 
economic benefits known as induced effects. 

As Pociask and Fuhr explain in their study, the combination of direct, indirect and 
induced effects represents the total economic benefit from the initial investments. 
Essentially, as a dollar of investment (or spending) is made, increased economic output 
cascades dong variotts stages of production, employees spend their additional earnings, 
and the economy ends up with more than one dollar of final product. This phenomenon 
is referred to as the multiplier ejfect. These direct, indirect and induced benefits can be 
measured in terriLs of their effect on U.S. Gross Domestic Product (GDP) — the most 
comprehensive measure of final demand and they can be reflected in terms of their 
effects on Jobs and employment earnings. 

Their smdy has produced several significant and insightful findings. For 
example, Pociask and Fuhr find that successful constiuaion of the 351 projects identified 
in tlie Project No Project inventory could produce a 51.1 trillion short-term boost to the 
economy and create 1.9 million jobs annually. Moreover, these facilities, once 
constructed, continue to generate jobs once built, because they operate for years or even 
decades. Based on their analysis. Pociask and Fuhr estimate that, in aggregate, each yeat 
of operation of these projects could generate $ 1 45 bilhon in economic benefits and 
involve 791,000 jobs. 

The Chamber recognizes that moving forward on all the projects is highly 
unlikely. There simply would not be enough materials or skilled labor to construct all 
351 projects at the same time, and to do so in a cost-effective manner. To address this 
problem, the study includes a sensitivity analysis, which examines the jobs and economic 
data if only some projects were approved. Tabic 1 below .shows the results of this 
sensitivity analysis. 
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Table 1. What If Some Of These Projects Were Approved? 


Projects ADoroved 

Total GDP 
rSB in PDVl 

Employment 
^mings 
(SB In PDVl 

Annual Jobs 
(In Thousands! 

Only Largest Project in Each Stale 

Investment Effect 

S449 

$144 

572 

1-year Operations 

S50 

$12 

272 

Only Nuclear Projects 

Investment Effect 

$411 

$132 

468 

1 -year Operations 

$44 

$11 

267 

Only Renewable Projects 

Investment Effect 

$151 

$49 

447 

1 -year Operations 

$17 

$4 

78 

Only Transmission Projects 

Investment Effect 

S64 

$213 

106 

1-year Operations 

$1.4 

$0.3 

7 

All 351 Projects 

Investment Effect 

SI. 093 

$352 

1,880 

1-year Operations 

$145 

$35 

791 


While it IS unreasonable to think that all 351 projects would be constructed, even 
a subset of the projects woidd yield major value. As Table 1 shows, the consiruction of 
only the largest project in each stale would generate S449 hillion in economic value and 
572.000 annual jobs. The key is that we must build something; right now we are building 
very little. 


C. What Is Needed: Permit Streamlining 

Unfortunately, despite the potentially significant economic and employment 
stimulus that could result from building these new energy facilities, the outlook for many 
of these projects is murky. Serious regulatory inefficiencies and permitting delays persist 
and NIMBY activists arc winning more often than they arc losing. All of this is leading 
to serious marketplace uncertainties, which can drive investors to opt not to finance new 
major construction projects or pull out of previous financial aimmitmcnts. 

The Chamber therefore recommends that Congress enact legislation to streamline- 
the siting and permitting process for new energy projects. While considering options, 
lawmakers may want to model legislation off one or more effective and workable 
sirearalining provisions already in place; SAFETEA-LU Section 6002, National 
Environmental Policy Act (NEPA) streamlining language in the American Recovery and 
Reinvestment Act, or the Federal Conununicaiioas Commission’s "shot-clock.” 
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i. SAi-fclfcA-LU Section 6002 

Section 6002 of the Safe, Accountable, Flexible, Efficient Transportation Act: A 
Legacy for Users (SAFETEA-LU) accelerates the environmental review pnrocess for 
federal highway projects. Section 6002 contains two key components; (1) process 
strcamlinihg and (2) a stamte of limitations. The process streamlining component does 
not in any way circumvent any NEPA requirement; rather, it designates a lead agency (in 
SAFETEA-LU’s case, DOT) and requires early participation among the lead agency and 
other participating agencies. Tlie goal of the process streamlining provision was not to 
escape NEPA, but merely to facilitate interagency and public coordination so that the 
process could he sped up. llie second key element in Section 6002 is a 1 80-day statute 
of limitations to “ase it or lose if on judicial review. Without such a provision, the 
prevail ing statute of limitations is the default six-year federal statute of limitations for 
civil suits. 

Section 6002 is working, and working well. A September 2010 report by the 
Federal Highway Administration found that just the process streamlining component of 
Section 6002 has cut the time to complete a NEPA review in half, from 73 months down 
to 36.85 months. Tlie 180-day statute of limitations is cuningbackon a typical NIMBY 
practice of waiting until the very last day to file a lawsuit against a project. Because the 
only real motive is to exploit the law to delay projects, this tactic is particularly effective 
with a sU-year stamte of limitations. Even with the 180-day stamte of limitations, groups 
still wail imlil the last week or last day to file, so that the project is delayed as long as 
possible. A good example of this happemng is the Maryland IntciCounty Connector' 
highway project. 

ii NEPA Streamlining in the Stimulus 

During debate on the 2009 economic stimulus bill, the American Recovery and 
Reinvestment Act (“Recovery Act”), the Chamber called attenbon to the fact that the 
flawed permitting process in effect ensures that no projea will ever truly be "shovel- 
ready.” Senators Barrasso and Boxer worked together to secure an amendment to the biU 
reqmring that the NEPA process be implemented “on an expedibous basis,” and that “the 
shortest existing applicable process” under NEPA must be used. 

This amendment has made all the difference in getting Recovery Act projects 
underway. According to a February 2011 report to Congress by the White House 
Council on Environmental Quality, over 180,000 of the 272.000 Recovery Act projects 
covered by NEPA received the most expeditious form of compliance treatment 
possible — a categorical exempbon — and work was able to begin and jobs were created. 


* httn;//ww w.wiishi ngtoniiofitcf>m/wp-dvn/conient/arti v le/2fK)6/l 1/0J/AR2(X K>1 IOtU3155-htiul. The final 
Record of Decision was issued on .Way 29. 2006. Sierra Club and Envininmcnial Defense gave notice of 
intent to sue on November 2, 21HI6. and filed the law.suit on December 20, 2006. 

’ The Eighth Report on the National Envitonmcntal Policy Act Status and Progress for Ameiican Recovery 
and Reinvestment Act of 2009 Activities and PtojecLs. available at 
biw l/cea.bsi^oe.eov/ ren reimn s/repons congress feb2 0l I html 
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Moreover, only 830 projects received an environmental impact statement, the longest 
available process under NEPA ‘ These circumstances confirm a recognition among some 
policymakers that the permitting process is harming our ability to grow our economy so 
we can compete with the world. 

The Chamber is not asking that anyone’s riglits be denied; rather we are 
suggesting that those opposing a project must exercise their rights in a defined period of 
time after a decision is made, and that all claims be irtmiediately addressed. The 
developer of a project should at least be affoided a decision to begin construction in one 
or two or even three years, not ten or fifteen 

iii. FCC Shot-Clock 

Even cellular telephone towers are challenged by NIMBYs. At one point it was 
estimated that the construction of approximately 700 cell towers were being challenged. 
Without the new cell lowers, the expansion of broadband was limited. To address this 
issue, the Federal Communications Commission (FCC) issued new regulations in 
November 2009 to speed up the siting and pennining of cellular telephone towere and 
antennas. Under the new rules, state and local governments have a 90-day deadline to 
process applications for co-located facilities where two or more providers share a tower, 
and 150 days to process applications for new towers. However, if the government 
authority has not acted on the application within the requisite time period, the applicant 
may file a claim in court. There is not enough data yet to judge the effectiveness of the 
rule, which is currently being challenged by several municipalities. 


The economic and job impact projections of the Project No Project study show 
that millions of jobs, and hundreds of billions of dollars in potential economic value, 
conunuc to sit on die shelf. This is not good for the nation’s well-being. Widespread 
failure to move energy projects forward in a timely manner works against our ability to 
address two of our nation’s most significant concerns: promotmg substantial job creation 
and stimulating economic growth. The longer it takes to gel the shovels into the ground 
and projects underway, the more expensive these projects become (owing to rising labor 
and materials costs as well as other faaors) and correspondingly, the less confidctKc 
investors will have for successful project outcomes; a condition that will only limit the 
future competitiveness of the country. 

Slowly hut surely, the issue of permit streamlining is gaining acceptance across 
party lines. On March 3. 2011, Minnesota Governor Mark Dayton, a Democrat, signed a 
Republican-backed bill that streamlines ihe environmental permitting process. The new 
law sets goals that state agencies should issue or deny all environmental permits within 
150 days of submission. In signing the bill into law. Gov. Dayton cited a shared desire to 
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streamline and improve the pennitting process to help responsible businesses locate or 
expand in Minnesota and create new jobs for our citizens."’ 

The consensus that was readied in Minnesota can and should be brought to die 
national stage. Congress should carefully consider how all of these federal permitting 
obstacles and uncertainties and time delays can be addressed so as to speed up the 
processmg, consideration, approval decisions, and development of many of the job- 
creating projects whose progress has so far been denied. Failure to find a path forward 
that will allow projeas to be built in a reasonable timeframe should not be acceptable. If 
we fail U) rake on (his ctiallcngc, we could find ourselves faced with: an endless litany of 
project failures: loss of investor confidence: fewer jobs created than we have the potential 
to create; and an inability to provide this nation with the energy it needs. 


U. THE FEDERAL GOVERNMENT CAN CREATE JOBS, SAVE TAXPAYER 
DOLLARS. AND CONSERVE ENERGY BY MAXIMIZING THE ENTLRGY 
SAVINGS PERFORMANCE CONTRACTS PROGRAM 

The 1 12* Congress has brought with it a changed political climate. Fiscal 
restraint is paramount, and this concern has proponents of energy efficiency measures — 
the Chamber included — scrambling to develop policy options that strike the proper 
balance between spending and results. Pre,'ident Obama announced a "Better Buddings 
Initiative” earlier this year, a set of incentives and other programs designed to spur the 
private sector to invest in energy efficiency in commercial buildings. These arc 
admirable goals. However, the Chamber is disappointed that the President’s plan lacks 
any dLscussion of Energy Savings Performance Contracts (ESPCs), a severely 
underutilized .S80 billion program that uses private sector money to achieve energy 
savings in Federal buildings while creating jobs. It is puzzling that the nation’s largest 
energy user -the Federal government — cannot find ways to use this program more 
effectively. At a time when there is a critical need for reduced government spending, 
enstunng the availability of mechanisms to save energy in Federal buildings at no upfront 
cost to the government is good policy. 

A. The ESPC partnersliin and its evolution 

According to the U;S. Department of Energy CDOE), an ESPC is “[a] contract for 
a term of up to 25 years under which an Energy Services Company (ESCO) designs, 
acquires, installs, and finances energy and/or water conservation measures for an existing 
Federally-owned building and is repaid by the agency from the resulting energy, water, 
and related cost savings.”* ESPCs arc a statutorily-established program of public-private 


' “Energy .Savings Perforniatice Contracts (ESPCs): A Different Kind of Animal." Kimberly J. Graber, 
Office of Chief Counsel. f.S. Depanmcni of Energy. Feb. 19, 20H)i availabtc ui 
liimy/svww eli org/ndCtevenla/OZ. 18 . (Odc/Graber.pdf . 
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partnerships between federal agencies and ESCOs that put the best that the private sector 
has to offer to work in improving Federal energy perfomiance,® 

Under the ESPC program. ESCOs install new energy efficient equipment at 
Federal facilities at no upfront cost to the government; Federal agencies pay off this 
investment over time with the funds saved on utility costs, and the private .sector 
contractors guarantee the savings.'® Energy savings can be realized through 
improvements in building components such as energy efficient lighting, building 
management control systems, and, heating, ventilating, and air-conditionmg systems." 

By law, the govcmmenl never pays more than it would have paid for utilities if it 
had not entered into the ESPC." In addition to improving efficiency and saving taxpayer 
dollars, ESPC retrofits can stavc-off years of deferred maintenance at federal facilities, 
while upgrading mission-related infrastructure.'^ This is a much better alternative to 
business as usual — the continued use of inefficient older equipment that wastes energy 
and requires higher maintenance and repair expenditures, forfeiting potential energy and 
cost savings. You may have even seen ESPCs at work while roaming the halls of the 
House office buildings; in 2010, the Architea of the Capitol awarded an ESPC for 
facility infrasuncture upgrade.s in the Rayburn, Lxmgworth. Cannon, and Ford House 
Office Buildings, and the House Page Dormitory. 

Ori ginall y, Federal agencies could enter into an ESPC directly with an ESCO via 
a stand-alone contract. However, that wasn't happening.'^ To remedy this problem, 

DOE competed and awarded “Super” ESPC contracts in the late 1990s. Super ESPCs are 
competitively awarded contracts to qualified contractors that provide for an indefinite 
quantity of supplies or services during a fixed period of time. By changing the program 
in this manner, agencies can implement Super ESPC projects in far less time than it takes 
to develop stand-alone ESPC projects. General terms and conditions are established in 
the overarching contracts, and agencies implement projects by awarding delivery orders 
lo the Super ESPC ESCOs. 


’ Statutory authority fot the isSPC program can be found at 42 U.S.C. §§ S287-8287d; implemeutmg 
regulations are codified at 10 O'.R. Part 436, Subpart B. 

An ESCO conducts a comprehensive energy audit for the Federal ftcilily and identifies improvements to 
save energy. In consultation with a Federal agency, the ESCO designs and constructs a project that meets 
the agency's needs and arranges the necessary financing. The ESCO guarantees that the improvements will 
generate energy cost savings sufficient to pay for the project over the term of the contract. KCOs are paid 
over time through savings realized, with federal ageiKies paying off equipment investments through 
savings realized on utility costs from the efficiency improvements that are made — the Federal agency 
repays the ESCO tor its capital investment over a period of years from the savings generated. Payments 
over the life of an ESPC, some extemling for as long as 25 years, are based on projected energy use and 
BSTimaied energy savings agreed to by the Govenuneni After (he conUacl cods, all additional cost savings 
accrue to the agency. See Oraber. note 7 sitpra. 

' ' See htln7/wwwl eere enenrs BOV/femD/txlfri/c.sne inlm.ixll . 

” See Grabcr. note 8 supra. 

”/</. 
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In December 2008, DOE recompeted the Super ESPCs in a fiill and open 
competition, resulting in the selection of sixteen new ESCOs that were determined to be 
qualified to perform energy savings and renewable energy services on a world-wide basis 
for ten years.'* A combined ceiling of S80 billion was sei for the contracts for use toward 
energy efficiency, renewable energy and water conservation projects at federally-owned 
buildings and facilities.'* These changes refined the program and made it better. The 
designation of Super ESPCs, which are administered by the U.S. Department of Energy 
(DOE) Federal Fjiergv Management Program (FEMP), streamlined the ESPC award 
process considerably. ’ 

The ESPC program is a “win-win” for the private sector and the Federal 
government, and should be a key component in helping the Federal government meet its 
energy efficiency and renewable energy goals. Yet despite the readiness of the ESCOs to 
enter into ESPCs, Federal agencies seem inherently unable to do so on a broad basis. As 
a result, only a small percentage of the S80 billion ceiling has even been met. Failure to 
grasp ihe full potential of ESPCs is costing jobs, money and energy. 

B. Underutilization of the ESPC Program 

As of March 2010, DOE records showed that more than 550 ESPC projects worth 
$3.6 billion were awarded to 25 Federal agencies and organizations in 49 states and the 
District of Columbia.'* However, these numbers could and should be much higher. 
Between FY2003 and FY2008, the Federal government investetl about $622 milHon 
annually in energy efficiency, but of this amount, only 38% was through ESPCs. In 
FY2009, total investment in ESPCs was roughly $386 million, with additional awards 
accoimiing for about another S354 million to ihe end of the calendar year.“ Most 
recently, under the recompeted Super ESPC program, which has been in place for over 
two years and for which the contract ceiling is $80 billion, there have on ly been about 
5104 million in new contracts for six proiects .*' 

The undemtilization of ESPCs is problematic because the Federal govetiuncni has 
commined itself to reducing energy intensity by 30% by 2015 and increasing on-site 


“US S80 Billion in Contracis Awarded by DOF' RenewabletDergyWorld.com, Dccen^^^Z^^al: 


54378 . 

'‘/d. 

” (a) Sec: John A Shondcr and Pamck J. Hughes, Evaluation of the Super ESPC Program— Reported 
Energy and Cbst Savings (Interim Report. May 2007. ORNL/TM-2(X)7/065), Oak Ridge National 
Laboratory. May 2007; (b) The Department of Energy's Golden Field Office is responsible for awarding 
and administering the Super ESPC umbrella conliacts that can be used by all Federal agencies for facilities 
worldwide fhitti://www.ig.eiiergv.gnv/dQcnoieQLs/lG -0822.ndn. 
"'l ^iip//wwwleere.enertv.eov/fetno/r inancin!!/esi)cs.hirol. 

” Notes from: “Federal Retrofits and Greening of the GovenraienL“ Federal Performance Conliactmg 


Coalition (FPCC), hitD://federaltierfcimian ccconlracting.com/. 

»/d. 

I' h im-J/wwwl mr. enenrv gov/femp/ndfs/do awarUedcoiiO’acts.pdl 
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renewable energy generation by 20% by 2020. “ DOE’s 2008 federal Energy 
Marmgetneni Report^ estimates that between 2009 and 2015 the Federal government will 
have to invest upward of S9 billion (approximately S1.4 billion annually) to meet the 
energy intensity reduction goals set by Exeaitive Order 13423 and the Energy 
Independence and Security Act of 2007 (EISA). E.O. 13423 requires Federal agencies to 
reduce energy intensity by 3% each year, leading to 30% by the end of fiscal year (FY) 
2015 compared to an FY 2003 baseline; this goal was given the weight of law when 
ratified by EISA.^'* 

One reason why the F^SPC program has been underutilized of late is that it is 
believed that the Recovery Aci,^ which uses large amounts of taxpayer-footed funding, 
has served as a major source of available, appropriated funds for projects that improve 
energy efficiency. The use of Recovery Act funds results in a significant cost to the 
taxpayer, but nonetheless this influx of readily available appropriated dollars has been a 
disincentive to use of the ESPC program. The reasoning is understandable: why use the 
ESPC process when there is plenty of stimulus money already available. GAO reports 
that as of March 10, 201 1, DOE has obligated the full $3.2 billion of Recovery Aa ^ 
funding provided for the Energy Efficiency and Conservation Block Grant Program, 
which according to DOE “can be used for energy efficiency and conservation programs 
and projects communitywide, as well as renewable energy installations on government 
buddings."^’ 

The Recovery Act lacks staying power; because most of its funds have been 
accounted for, it is winding down, leaving out this source of funds in the future for 
support of energy savings initiatives. Moreover, it has been found in one large study thM 
appropriations- funded projects took almost four years longer to implement than ESPCs. 
Nonetheless, competition with readily-available, taxpayer-funded grants has been a 
continual problem for ESPCs. For instance, in 2003. an Oak Ridge National Laboratory 
(ORNL) study reported; “Despite the Congressional and Presidential directives to use 
ESPCs, some agencies have been reluctant to do so. Decision makers in these agencies 
see no reason to enter into long-term obligation to pay interest on borrowed money out of 


^ See. e.g.. Executive Order 13423 - Strengthening Federal Enviiuninental, Energy, and Transportation 
Management— see hitpy/www I .eere.energv gny/feno/regulatioiis/eo 13423.htTnl. which set more 
challenging goals than the Energy Policy Act of 2005 (EPAcr 2005) and supereeded E.O. I3IM and EO. 
13149. E.O. 13423 requires Federal agencies to reduce energy intensity by 3% each vbm. leading m 30* 
by the end of fiscal year (FY) 201 5 compared to an FY 2003 baseline. Thi.s goal was given the weight of 
law when ratified by EISA 2007 (http://energv.senate.Eov /public/ files/RL34294 1 .pdf). 

^ htro://www.nrel.go v/dyts/f''V^^l^‘*^^* 

Energy Independence and Security Act of 2007 (EfSAj, m'ailabte at 
htro.7/wwwl.c«!re.eriergvjov/femp/finandng/espcs reirulation.sJitinl . 

^ h nn://www.reeoverv-Euv/Aboul/Pag es/'f he Act.aspx. 

^ hltp7/www.eao.gov/newilenn s/d 1 1 4S3i.pdf. 

^ liimy/wwwl.eere.enercv.gov/wip/eecbe.hnn |. 

“ DOE Office of Inspector General, Report on DOE's tn-Hoioe Energy Maiuigemeni Program. DOE/IC- 
0317, January' 1993. 
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their owTi operating budgets if instead Congress will grant them appropriations to pay for 
the improvements up front. 

A second problem preventing widespread ESPC use is a lack of familiarity with 
the ESPC program among Federal government officials: Super ESPCs are an 
imtraditionaJ and complex contracting mechanism, and there is no strong incentive in the 
Federal government to do things that are innovative.’® With regard to u.sing ESPCs, 
agency officials often report that they lack technical and contracting expertise.' 

Moreover, a recent GAO report indicated that, while agency officials are participating in 
training and iraplememing initiatives for energy management personnel, Federal facilities 
may lack staff dedicated to energy management and may find it difficult to retain staff 
with sufficient energy or contracting expertise.’^ 

In regard to the above observations, GAO reports: 

I-ack of expertise in energy management and high staff turnover may 
create challenges for negotiating and overseeing alternative financing 
raechani.sms. Energy projects funded through alternative financing often 
require a high level of expertise in complex areas such as procurement, 
energy efficiency technology, and federal contracting mies. Many 
agencies told us that without experienced personnel, they face challenges 
in imdcrtaking contracts that are necessary to meet energy goals. Officials 
from multiple agencies commented that high turnover rates exacerbate the 
difficulties associated with alternative financing.' 

Similarly, in a September 2009 audit report, DOE’.s Office of Inspomor General, which 
also noted the need for more guidance for agency officials, observed: “Our testing 
revealed that the majority of those Federal and facility contractor officials charged with 
management of ESPC orders had either received no training or received training that was 
not sufficiently detailed to permit them to fully understand or perform all required 
duties.”’^ 

DOE has taken steps to address the deficiencies noted.” Moreover, under the 
Super F„SPC contract vehicle, ESCOs have always been required to guarantee proposed 
savings, implement Measurement and Verification (M&V) procedures, and take financial 


tiughes, CL al.. Evaluation of Federal energy Savings Performance Conrracimg- Methodology for 
Comparing Process and cons of ESPC andAppropriations-Funded energy Projects, paper prepared by 
Oak ridge National Laboralory (March 2<X)3). 

^ .Votes from: "Fedenil Retrofits and Greening of the Government." Federal Performance Conttactrog 


Coalition (FFCC). hup:/Afeden_. 

” U.S Goverainmi Accountability Office (GAO). Energy Servings - Perfomance Contracts Ofler 
Benias, but Vigilance is Needed to Protect Govemmaa Interests (GAO-05-340). June 2005. 

^ GAO P'ederal Energy Management (GAO-08-977), September 200H. 

** Office of Inspector General, li.S. Departroenl of Energy. Audit Report - Management of Energy Savmgs 
Performance Contract Delivery Orders al tlie Depanmenl of Energy (DOE/IG.<)822), September 2009. 
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responsibility for any shortfall between guaranteed and actual savings for the tenn of 
each ESPC task order. The government maintains aggressive oveisi^t of all ESPC 
projects throughout their terms, which does not occur in other contract types.’** 

It has also been noted that agencies have a tendency to eliminate project elements 
having longer payback times, such as renewable energy in.stallations or those items that 
are targeted toward sustainability goals broader than energy savings.’’ For example, 
renewable electricity projects have a median payback period of 1 8. 1 years, while 
mstallation of advanced metering technology has a payback period of less itian a year.” 
This situation can complicate the simultaneous achievement of several energy goals, such 
as increased use of renewable energy, reducing energy intensity, and ensuring a lower 
carbon footprint The use of an ESPC allows those longer term payback items to be 
bundjed with shorter term measures for a comprehensive approach 

C. Unlocking the Potential of ESPCs Will Lead to Jobs 

How useful and important are ESPCs? In 2007, lames L. Connaughton. Director 
of the White House Council on Environmental Quality, commented that one of our best 
opportunities to retrofit the energy systems needed to achieve Executive Order and legal 
requirements is greater use of private government- wide Energy Savings Performance 
Contracting.” He urged Federal agencies to “lead the way - and to lead die way by 
example in the wise use of our energy resources and elimination of inefficient energy 
practices.” Achieving these goals, he remarked, “requires that Federal agencies look 
beyond appropriated funds to further accomplish their energy objectives and by using 
market-based solutions found through the use of innovative performance contracting 
programs that fund the investments upfront allowing the government to pay for 
improvements through the guaranteed saving obtained." 

The use of ESPCs provides multiple benefits, including^; 

• Access to private-sector energy savings expertise. 

• Built-in incentives for ESCOs to provide high-quality equipmeni, timely 
services, and thorough projea commissioning. 

• Infrastructure improvements to enhance mi.ssion support. 

• Healthier, safer working and living environments. 

• Flexible, practical contract and procurement processes. 


" The new Super ESPC contract requites even more rigorous M&V procedures and processes to ensure 
nioranteed savings are achieved or exceeded than the previous program; see note 9. supra. 

" Notes from: ‘Federal Retrofits and Gteening of the Government," Federal Performance Contracting 
Coalition fFPCC), hmi://iied eralDerformanoeconlr3cling.coin/ . 

“ Tesiimoiiy of Dniry Crawley before the Subconunittec on Federal Financial Management. Government 
Information, Federal Services, and Intcmaiional Security Committee on Homeland Security and 
Govemmcnl Affairs. U.S- Senale, July 16, 2009 

" Jame.s L. Connaughton, Director, Council on Envirotmiemal Quality, “Memorandum to Heads of 
Executive Branch Deparlmcnls on Substantially Increasing Federal Agency Use of Energy Savings 
Ferfotraance Contracting." August 3. 2007. 

^ See hiiD://wwwl eeTE.energv.eov/femD/pdfs /esp c m m t.pdf . 
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• lixpen. objective technical suppon through TEMP assistance, including 
legal and financing guidance, project facilitators, advanced technology 
c.xperts, and training for Federal agencies. 

• Guaranteed energy and cost savings. 

• Enhanced ability to plan and budget energy, operation, and maintenance 
accounts. 

• Minimized vulnerability to budget impacts due to volatile energy prices, 
weather, and eqtiipment failure. 

^^^tat would be the benefits of utilizing the entire Super ESPC $80 billion 
contracting authority? This issue was recently evaluated by John Shonder and Robert 
Slattery at ORNI..*' In performing their analysis, various assumptions were made, 
including spending out die S80 billion over 15 years (using S32B as the investment 
amount with the rest being financing and O&M); that on average there was a 17 year 
payback; and that savings lasted for 20 years. ORNL found that reaching the $80 billion 
contract authority through private investment and financing could provide: 

❖ $21 billion in net savings to the U.S. Government: 

❖ 32 billion of avoided federal expenditures on infrastmeture and equipment; 

❖ Energy savings of 6.8 Quads (about 1.2 billion barrels of oil on a barrel of oil 
equivalent basis);’^ 

❖ Creation of 527-(X10 job-years; and 

*♦* Tlic equivalent of taking approximately 10,000,000 cars permanently off the road 

The charts below, produced by ORNL, illustrate the significant savings over time that full 
utilization of the ESPC program would provide. 


Assumed NEW Annual ESK investmants ($B) 
17 far prt j f ut 



! I 





John Shonder and Bob Slalicry at ORNL performed the analysis at the request of Skye Schell of DOE’S 
FEMP program. 

The barrels of oil cslinrau: is based on: 6.8 Quads [6.8 x to“ BtusJ and the IRS dermition of a “barrel of 
oil equivalent" as 3.8 million Bm (http-7/www..irs.gov/pub/irs-droptn -99- 1 S.ndf) 
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D. KecoDimendatioDS for Strengthening the ESPC Program 

Meeting the rnandated Federal energy intensity reduction and other goals noted 
above will retjuire that more private investment occur and at a higher rate than has so far 
been conuiuUed to. Yet while the use of ESPCs could help acliieve large energy saving.s 
(and create jobs) at no up-front casts, this, as seen from the above discussion, is not 
happening. 

The general consensus among the ESCOs is iliat the program as designed 
functions reasonably well, and that major legislation to "fix” ESPCs is not needed. More 
than anything, it seems, resistance to ESPCs is a function of built-in culture at various 
agencies, and change in culture can best be addressed from the top down.'*’ The Chamber 
recommends the following actions, done jointly by Congress and the Executive Branch, 
to maximize the benefits of the ESPC program; 

• Issuance of a Presidential Executive Order directing that agencies use 

ESPCs for the majority of their enerey projects and enerev related 
infrastrucn4re acquisitions . The Executive Order should slate a preference 
for private sector financing mechanisms such as ESPCs and Utility Energy 
Services Contracting'” to upgrade Federal facilities and meet energy 

*’ Obviously tlie fact that the Federal govenmieni resists energy ertieiency measures in the face of laws 
requiring it to do so speaks volumes W the massive educational campaign that must be done for American 
citizens if a similar initiative were to be undertaken. 

Utility energy service contracts (UliSCs) ofitr Federal agencies an effective means to implement energy 
ctficicncy. renewable energy, and water etlficicDcy projecu. In a UESC a utility arranges financing to 
cover the capital costs of the project which arc repaid over the contract term from cost savings generated 
by the energy efficiency measures. With this anangemciit agencies can implement energy improvements 
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efficiency and sustamability-relatcd mandates and goals. These programs 
should be the first energy efficiency options for agencies, not the last. In 
order to meet the various govcmmem energy goal.s (such as energy 
savings as well as renewable energy and emission reduction objectives) 
many ESPC projects should be comprehensive in nature. Agencies should 
be required to ensure that program managers understand the need to and 
how to bring about this outcome. Finally, agencies should be permitted lo 
request appropriated dollars for energy infrastructure only after showing 
why an ESPC could not be used. 

• Expanded rrainins tor Federal ESPC emnloMees and imoroventent of the 

level of coniracline knowledge amone aeenev officials resnonsible for 

tnanaeement of ESPC proerams . Where deficiencies in the knowledge 
base among contracting officials are noted, immediate steps should be 
undertaken to address and correct this problem. Moreover, steps should be 
unplementcd to ensure the adequacy of staffing levels necessary to process 
and manage ESPCs, and steps should be taken to retain highly trained and 
knowledgeable staff. 

• Coneressional avemighs and reoonine . Agencies should be required to 
make periodic reports to Congress as to the progress they are making in 
achieving the $80 billion ESPC target. In reporting to Congress, they 
should report on all energy projects undertaken and why an ESPC was or 
was not used in each case. Such a requirement will not only keep agencies 
focused on the program, but will also further tlie transparency goals of the 
Administration by informing the public about progress in using these 
contracting mechanisms to acitieve the Federal government’s energy 
goals. Moreover, heightened transparency enables sharing of lessons 
learned, thereby stimulating familiarity and confidence in ESPC programs. 

ESPCs are a critical tool that will enable the Federal govemmeiii agencies to meet 
statutorily-mandated energy reduction goals at no upfront cost to taxpayers. If utilized to 
their full potential, ESPCs can create tens of thousands of full-time jobs. The Chamber 
strongly urges increa.sed Federal use of ESPCs, and stands ready to work with Congress 
and the Executive Branch to maximize the ESPC program. 


Thank you for the oppottunity to testify today. I look forward to answering any 
questions you may have. 


wilb no initial capital investment. The net cost to the 1-edcral agency is mmimal, and Uic agency saves linte 
and resources by using the ooe-stop shopping provided by the utility (see 
hnpy/wwwl.cere.energv.gov / femn/rinancine/uescs.himh . 
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Chairman Broun. Thank you, Mr. Kovacs. I appreciate all the 
witnesses staying pretty much within your five minutes and Dr. 
Montgomery, for you being even under time. If I remember last 
time you were here, you were under time also, and I appreciate 
that very much. 

Unfortunately, we have got about six minutes or 6-1/2 minutes 
on this vote. You all can stand, the witnesses can stand at ease. 
The committee will recess until 10 minutes after the last vote be- 
gins. 

[Whereupon, at 2:42 p.m. the subcommittee recessed, to recon- 
vene at 3:28 p.m., the same day.] 

Chairman Broun. I call to order the continuation of this hearing, 
and I thank our witnesses for your forbearance in our going to vote, 
and we tried to rush back here to minimize you all’s time. So I 
thank you all for your testimony, and I want to remind members 
that the committee rules limit questions to five minutes, and the 
chair at this point will open the round of questions. I recognize my- 
self for five minutes. 

Federal efforts to create green jobs costs money. Our Nation is 
currently very heavily in debt and running a huge deficit that is 
unsustainable. 

Where are we getting the money to fund these projects, and what 
impact does that have on the overall economy? 

I would like anyone who — Dr. Green is nodding his head, so I 
will give you first go at that. 

Mr. Green. Other than printing up money the government 
doesn’t have any money, and therefore, when it gives money to sub- 
sidize an industry or to create jobs in a certain sector or to sub- 
sidize battery production and so forth, it takes that money from an- 
other part of the productive economy. 

Unless you subscribe to the mattress theory of capital, which is 
that people actually stick their capital under a mattress and don’t 
have it working somewhere in the economy, either in their bank or 
in their savings account or in investments, it is simply the truth 
that the government scoops money out of the economy here, and 
they hand it over here. They take their cut along the way, and the 
jobs they create are more expensive than would be created in the 
market, and you have less jobs. 

Chairman Broun. Dr. Kreutzer. 

Mr. Kreutzer. I would say even if people did put their money 
in their mattress, you have to follow the real resources, all right, 
and if you are somehow going to build a new high-tech economy en- 
tirely with people from the unemployment line, you know, then 
that is where the cost would be low. But that isn’t what happens. 
I mean, we use resources that have an opportunity cost. 

Chairman Broun. I think Mr. Kovacs, I saw that you were nod- 
ding. Did you want to 

Mr. Kovacs. I am happy to take a crack at it. 

Chairman Broun. Dr. Bivens. 

Mr. Bivens. I mean, the short answer is they are borrowing it, 
and now is a perfect time to borrow it because U.S. households and 
businesses are saving at historic rates because they are terrified 
because of the recession, they have lost a lot of wealth, and they 
are taking that savings that otherwise would not go to productive 
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use, and they are making sure that there is enough demand in the 
economy to fill the hole caused by the bursting of the housing bub- 
ble. 

Chairman Broun. Mr. Kovacs. Or Dr. Montgomery. We will just 
go right down the line. Dr. Montgomery. 

Mr. Montgomery. Thank you. I think that the notion of real re- 
sources really is the important one, that that is what most of the 
green jobs studies miss, that you have to ask where the money is, 
where the funding is coming from, and that means what the real 
resources are, what is the capital and labor that is building green 
technology, what would it be doing otherwise. 

And if the government has to provide subsidies to get that cap- 
ital labor into green technologies, that means it costs more than 
what the alternative would have been. 

So, yes, that is the sense in which there is a cost, but I think 
in terms of fiscal stimulus, there really is an error in thinking that 
we can justify spending on green jobs as a short-term stimulus, be- 
cause it is probably the worst way to spend short-term money. 
What we need to do for — every fiscal economist agrees, I think, 
that in the recession what you want to do is you want to get money 
into people’s hands as fast as possible, you want to ramp that 
spending up rapidly, and then you want to ramp it down just as 
rapidly when you are coming out of the recession. 

What you want to do for R&D and technology development is 
provide a long-term, stable set of incentives as I was describing be- 
fore. That is exactly the opposite of the program. That is the last 
program you would want to try to ramp up and ramp down to do 
something about the recession, even if you believe that fiscal policy 
is going to work. 

Chairman Broun. Mr. Kovacs. 

Mr. Kovacs. Well, I certainly don’t want to sound like a broken 
record, but I do want to push the Energy Savings Performance 
Contracts. In some way, shape, or form they have been around 
since 1985. They are a bipartisan effort. All the money is put forth 
through the private sector. You are — the government is guaranteed 
that they will not pay any more than their energy costs. They theo- 
retically will save about $21 billion depending on how the contract, 
depending on how long the equipment lasts beyond the contract pe- 
riod. They take, you know, what is the equivalent of ten million 
cars off the road, but more than anything the government is guar- 
anteed that it will not pay more, and it creates jobs. 

Chairman Broun. Thank you, Mr. Kovacs. I have three-quarters 
of a minute left, so I will ask Dr. Kreutzer, I think you brought up 
Evergreen Solar. They received $20 million in funds to build a 
plant in Devens, Massachusetts. Shortly after receiving those funds 
Evergreen Solar shuttered the plant, fired 800 workers, is now 
moving its operations to China. 

What presents — wasn’t it you. Dr. Kreutzer that — oh. Dr. Green. 
Okay. Dr. Green then, what prevents other companies from doing 
the same? 

Mr. Green. Absolutely nothing, and in fact, all the incentives 
point in the opposite direction. China has temporarily at least cor- 
nered the market on the rare earth elements which are used to 
make advanced technologies, including cell phones, wind turbines. 
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solar panels, and the like, and they are instituting cuts in exports 
of those materials. 

And so if you want to produce and have access to these materials 
and lower labor rates and lower environmental standards for pro- 
duction, and it is — these are quite damaging technologies to 
produce, you want to go build them in China. 

So the incentive is to actually take the Stimulus — take govern- 
ment money here, do your R&D here, and then take what you have 
learned to the low-cost production in China. 

Chairman Broun. Thank you. Dr. Green. My time is up, and I 
recognize Ms. Edwards for five minutes. 

Ms. Edwards. Thank you, Mr. Chairman, and thank you to our 
witnesses. I just have one quick question, and you can just answer 
yes or no, and then we will get to the meat of it. 

I am curious as to whether you or your organization, the organi- 
zations that you represent supported the American Recovery and 
Reinvestment Act, the Stimulus Package? 

Mr. Green. AEI as an institution does not take official positions. 
Some of our scholars did, and some of the scholars didn’t, I believe. 

Ms. Edwards. Did you? 

Mr. Green. No, I did not. 

Ms. Edwards. Thank you. 

Mr. Kreutzer. Yeah. That is not my area of energy, and I am 
not speaking for Heritage, but I don’t believe they supported it. 

Ms. Edwards. Thank you. Dr. Bivens. 

Mr. Bivens. Our institute did support it. 

Ms. Edwards. Thank you. Dr. Montgomery. 

Mr. Montgomery. No. Consulting firms clearly don’t support leg- 
islation one way or the other. 

Ms. Edwards. Did you? 

Mr. Montgomery. I feel that my job is to try to explain when 
I am asked what the likely consequences of decisions are and 

Ms. Edwards. So you don’t have a position on the American Re- 
covery and Reinvestment Act? 

Mr. Montgomery. I would be happy to, as I am today, discussing 
what I think its effects were. I don’t know whether you mean that 
is a position or not, but these are certainly my professional opin- 
ions about what the effects of the act 

Ms. Edwards. But you didn’t have a position at the time wheth- 
er you supported or opposed the Recovery Act? 

Mr. Montgomery. '\^at do you mean by a position? 

Ms. Edwards. Did you support or oppose the Recovery Act? Did 
you 

Mr. Montgomery. In what context? 

Ms. Edwards. — support 

Mr. Montgomery. Party conversation or 

Ms. Edwards. Let me finish my question, please. Did you sup- 
port the President’s signing into law and the passage out of this 
Congress of the American Recovery and Reinvestment Act? 

Mr. Montgomery. Well, I am not a member of Congress, so I 
didn’t get to vote on it one way or the other. 

Ms. Edwards. Thank you. Mr. Kovacs. 

Mr. Kovacs. The Chamber supported it. 
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Ms. Edwards. Thank you. I am just curious when it was passed, 
it was, you know, I think it was because of a collapse in consumer 
demand and a financial system that really was on the brink of dis- 
aster and job losses, and so I am curious as to each of you, if there 
is a situation that doesn’t justify the government stepping in to cre- 
ate jobs and restore confidence in the economy such as the time 
that we experienced from 2008, and beyond, what would it be? 

Dr. Green. 

Mr. Green. Since I am not an economist, macro, micro, or other- 
wise, this is a personal opinion, and there are — there were different 
ways — was it legitimate for the government to step in? Probably so. 
I am actually not anti-government. I think government is widely 
important. It is like fire. It is a necessary thing. It is great in the 
fireplace, it is wonderful on the stove, it is not so good on the car- 
pets and on the drapes. 

But there are different ways that I think it could have been im- 
plemented that I would have preferred, which is why I didn’t sup- 
port it. 

Ms. Edwards. Thank you. Dr. Bivens, is there an appropriate 
time when the government should intervene in cases of high unem- 
ployment and collapse of confidence in the market? 

Mr. Bivens. Absolutely. I mean, in specific over the past couple 
of years why it was so appropriate for the American Recovery Act 
to be passed is because our primary tool for fighting recession is 
Eederal Reserve Policy, had already pretty much maxed out its con- 
ventional ammunition. There was very much little extra the fed 
could do, something else had to come in and try to support the 
economy. That is what made it so appropriate in this context. 

Ms. Edwards. And so you come to a conclusion in your testimony 
that jobs were created, the economy was stabilized. How do you 
know that? Erom an economic perspective and from an evaluation 
perspective. How do you know that? 

Mr. Bivens. I reference the sort of consensus among forecasters, 
and that is not evidence in and of itself, but what it reflects is that 
there is a lot of strong evidence underlying it. 

One is just the timing of the act. It works very well when the 
downward spiral was arrested. Two, you do economic simulations 
where you try to construct, and this is what the Council for Eco- 
nomic Advisors did when they did their quarterly reports on the 
Recovery Act, and you can get a baseline path of how the economy 
would have done given the trajectory of economic variables as the 
crisis hit and then see how it actually did do relative to that 
counter-factual baseline. And then, three, you know, you use the 
multipliers that have gotten such a bad name in this debate, you 
know, given the amount of spending on food stamps or public sec- 
tor investment. People act like these multipliers come from thin 
air. They don’t come from thin air. They come from lots and lots 
of empirical research of the affect of government spending in envi- 
ronments like we saw in 2008, that is when the interest rate is at 
or zero-lower bound, when you have got the threat of deflation in 
those environments, past government spending has provided very 
large multipliers. That is where those come from. So that is where 
I got those. 
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Ms. Edwards. Thank you, and then lastly, Mr. Kovacs, can you 
imagine an environment today in which we wouldn’t have done 
the — passed the Recovery Act and what that would mean to the 
businesses that you represent? 

Mr. Kovacs. Well, actually, I think we, as the Chamber put it, 
an enormous amount of constructive thought into trying to work 
with Congress. One of the provisions that we had been lobbying for 
was what Senators Barrasso and Boxer put in, which was the way 
that you have to treat NEPA. In other words, it has to be handled 
in the most expeditious way possible, and we had no idea how 
many projects were really going to be impacted, but we knew there 
weren’t that many shovel-ready projects. 

In the end according to the Administration that provision was 
used over 180,000 times, so we think that we added to really mak- 
ing the act work. 

Ms. Edwards. Thank you, Mr. Chairman. 

Chairman Broun. Okay. The — I guess, Mr. Miller, you are recog- 
nized for five minutes. I was just looking around to see who was 
here, so you are recognized for five minutes. Congressman Miller, 
you are recognized for five minutes. 

Mr. Miller. All right. Thank you. Dr. Green, you just a moment 
ago said that you are not an economist macro and micro. Actually 
my information is that your Ph.D. is in environmental science and 
engineering. You have a B.S. in biology and a Master’s in molec- 
ular genetics. 

Did you take macro and micro in college? 

Mr. Green. Yes, sir. Yes, Congressman. As part of my doctorate 
at UCLA, the program I was in was an inter-disciplinary and pol- 
icy-oriented doctoral program in which we had a core course on de- 
cision-making theory that included economics. 

Furthermore, I have worked at and with economists now for 16 
years, including for three years editing a journal on the think tank 
that was primarily economic studies. So I am not an economist, but 
that does not mean I am not versed in economics. 

Mr. Miller. Okay, but you don’t have an academic credential 
that would — you would not be qualified to peer review for a peer- 
reviewed economics journal, would you? 

Mr. Green. I believe I have, but I will leave that to your judg- 
ment. 

Mr. Miller. Okay, but all of your testimony today is on econom- 
ics. Correct? 

Mr. Green. Essentially. Yes. 

Mr. Miller. Okay. In the three studies that you refer to are all 
economic studies. Isn’t that correct? 

Mr. Green. Yes. 

Mr. Miller. Okay. Do you know if those studies were peer re- 
viewed? 

Mr. Green. I am not aware of whether they were peer reviewed 
or not, but then, again, I don’t hold a peer review as a particular 
guarantor of accuracy, and that has been clearly documented in the 
university. 

Mr. Miller. Okay. Do you know if those studies have been criti- 
cized by other economists as methodologically unsound? 
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Mr. Green. Well, yes, naturally. I mean, all studies in this area 
are criticized, including 

Mr. Miller. Isn’t that one of the reason for peer reviews is to 
have a discussion back and forth between those who are familiar 
with methodology about whether the studies are methodologically 
sound? 

Mr. Green. Sure, and my guess is, yes, they actually did consult 
with their peers to have their research findings checked. 

Mr. Miller. Okay. 

Mr. Green. However, even peer-reviewed studies are a source of 
debate. Look at the IPCC, look at all the studies 

Mr. Miller. Do you know the extent to which — do you know if 
they got any funding from the fossil fuel industries? 

Mr. Green. I have no idea what their sources of funding are. 

Mr. Miller. You don’t know that they did? 

Mr. Green. I don’t know what their sources of funding are at all. 

Mr. Miller. Okay. You are a fellow at the American Enterprise 
Institute. You say that you are here expressing your own opinion. 
I assume you are not on unpaid leave today, and in fact, if we look 
at the website for AEI in a few days they will probably tout your 
testimony today as a credential for you. 

Tell us what support AEI gets from the fossil fuel industry. 

Mr. Green. Well, first to correct the record, I am a resident 
scholar at AEI. 

Mr. Miller. Okay. 

Mr. Green. It is an arbitrary distinction or distinction that only 
matters inside, but for the record that is the case. 

I have no idea to tell you the truth what the fossil fuel industry 
donates to AEI. The scholars are walled off from the fundraising 
process entirely, and I couldn’t begin to tell you. 

Mr. Miller. Okay. 

Mr. Green. Or any other donor to AEI. 

Mr. Miller. All right. Dr. Bivens, are you familiar with the 
three studies that Dr. Green wrote about? 

Mr. Bivens. I am familiar with two of the three, the Spanish and 
Italian, but I have not read the Scottish one. 

Mr. Miller. Okay. What — you presumably are qualified to peer 
review them as an economist. What is your peer review? 

Mr. Bivens. I think they are pretty bad. I mean, essentially they 
compare the labor intensity of jobs supported by green investments 
versus some economy- wide average, and because the labor intensity 
is lower, they decide that money could be more profitably spent 
somewhere else in the economy. 

I mean, that is ridiculous. If you just look at jobs in the utility 
sector in the United States today, they are not labor intensive at 
all. It is not a real shock, you know. These are very capital-inten- 
sive industries, so the idea that you could somehow just stop 
spending on utilities in the U.S. economy today and devote the 
money to other activities and create more jobs that the utility sec- 
tor is killing jobs, that is an insane way to think of the issue. 

So basically they have come up with the blockbuster finding that 
utilities are not very labor intensive, which was not a surprise to 
anyone. 
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Mr. Miller. Okay. A lot of the testimony today has been that 
government support distorts the market, and I see some heads nod- 
ding yes, that is correct. That is what your testimony is, that pre- 
sumably if government is supporting something in one way, pre- 
sumably alternative energy is in competition with coal, with oil and 
gas, with nuclear, and by supporting alternative energies, it dis- 
torts what the market would otherwise do. 

Since 1948, there has been $91 billion in funding for nuclear en- 
ergy. Excuse me. There has been a total of — that is correct. Ninety- 
one billion for nuclear energy, 46 billion for fossil energy, and 11 
percent or 21 billion for alternative energy. That is wind and solar 
and everything else together. 

Has that distorted the marketplace at all? Mr. Green. Dr. Green. 

Mr. Green. I would like to say, first of all, one has to keep these 
things in perspective. When you look at subsidies per megawatt 
hour, you do not see a dominance in the oil and petrochemical sec- 
tor. 

I testified before I believe all subsidies distort markets and all 
subsidies in the energy field, in the markets should be removed to 
everyone, fossil fuels, nuclear power, wind, solar, alternative, bat- 
tery technology. It doesn’t really matter. 

Mr. Miller. Mr. Kovacs, do you have an opinion on this? 

Mr. Kovacs. I mean, look. We have, you know, we have gen- 
erally supported the advancement of technology at various stages. 
We for years have supported the advancement and the funding of 
all the technologies in the Energy Policy Act of 2005, 2007. We be- 
lieve that one of the ways to begin addressing some of the issues 
that we have in this country is through technology, and obviously 
funding is a part of it. 

You know, to that extent we have supported it, and I think in 
the end one of the things we are here today to talk about is to say, 
okay, it seems as though the climate has changed, we have bor- 
rowed a lot of money as a Nation, and we are here to try to give 
ideas as to how we might cooperate and do both ener^ efficiency, 
promote technology, and have it done through the private sector. 

So, but, yes, we have always supported the technology efforts. 

Mr. Miller. My time has expired, Mr. Chairman. 

Chairman Broun. Yes, it has, but if you would like to ask an 
economist. Dr. Montgomery, those economic questions you asked of 
the other witnesses, I will be glad to give you a few more minutes 
for Dr. Montgomery to answer. 

Mr. Miller. Which ones particularly do you want to 

Chairman Broun. Well, you asked an economist whether they 
were — Dr. Montgomery is an economist if you want to ask him the 
question about investment. 

Mr. Miller. Well, certainly. 

Chairman Broun. I would be glad to give you extra 

Mr. Miller. Dr. Montgomery, well, do you agree that govern- 
ment support, subsidies, whatever, distorts the marketplace, the 
decisions that we made in the marketplace or otherwise? 

Mr. Montgomery. Yes, I do, and in particular I think that the — 
yes, and that there is a difference between distorting the market- 
place and intervening in order to deal with true externalities like 
environmental protection. And I was trying to make that distinc- 
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tion in my testimony and rapidly in my five minutes, that it is a 
perfectly legitimate role and something which we have done quite 
successfully in many areas to establish cost-effective regulations 
that deal directly with emissions. 

Like the Title IV Sulfur Program under the Clean Air Act. That 
is the right way to direct technology into cleaner energy because 
it deals with the emissions. Where the distortions come in is when 
the government picks the technologies by funding the technologies 
directly rather than concentrating on what the consequences of the 
technologies are and letting nuclear renewable energy, natural gas, 
and others fight it out on a level playing field to see which one has 
the best way of meeting the environmental goals. 

Mr. Miller. Okay. How about the ultra deep water and uncon- 
ventional natural gas and other Petroleum Research Fund? Does 
that fall within that — that doesn’t seem to have anything to do 
with the environment. It seems to be simply with doing the re- 
search to — how to drill down to two miles. 

Mr. Montgomery. I think the other part of my testimony was 
that there is a general market failure in R&D which leads to a lack 
of adequate investment across the board in the economy, including 
in the energy sector in the basic and applied research that provides 
new ideas on which innovations are built. 

Now, I don’t know whether that particular fund is doing that 
kind of basic and applied research or is doing something that the 
oil industry could have done perfectly well all by itself without hav- 
ing that money put into it. 

But I would call that spending on technology development that 
may or may not be justified, depending on whether it is at the 
basic research end of the scale where government has an appro- 
priate role. 

Chairman Broun. The gentleman’s time has expired. Just in 
fairness. 

The gentlelady, Ms. Lofgren, you are recognized for five minutes. 

Ms. Lofgren. Thanks very much. You know, I come from Silicon 
Valley where the tech sector is very excited about clean energy. I 
mean, it is not just the government programs that has given a tiny 
leg up to the industry Wt also the venture capital world. That is 
the biggest area of new growth, and people believe in business and 
also in the academic world that this has a tremendous future, not 
only in energy production but clearly in terms of job creation, and 
it is the next big thing that we don’t want to miss out on. 

And as I review the testimony today, I do have a concern. There 
seems to be a questioning of government investment in clean en- 
ergy and green jobs. Now, Mr. Miller mentioned the disparity in 
terms of research dollars which the Congressional Research Service 
has advised us of with most of the money going into nuclear and 
the most of the rest going into fossil and really just a small per- 
centage going into clean energy, but I think that is part of the 
story. 

We have, and I have heard no willingness on the other side of 
the aisle to take a look at the tax breaks that we are giving in the 
fossil fuel arena, especially to oil companies. 

Dr. Bivens, it seems to me if you add in the disparity in research 
funding with the tax breaks given to oil companies that nobody ap- 
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parently is talking about repealing, you know, what does this do 
to the kind of a level playing field for the clean energy industry? 
Doesn’t it make sense when we are subsidizing the oil industry and 
when we are disproportionately funding nuclear and fossil fuels to 
at least provide some assistance to this fledgling part of the energy 
economy, the high-tech sector? 

Mr. Bivens. Yeah. I mean, I would say I am not an expert on 
exactly how much in the way of benefits the fossil fuel industry 
gets, but I think your point is a good one, and I would add, you 
know, that besides the direct benefits, subsidies, tax breaks going 
to the fossil fuel sector, I think the single biggest subsidy is our 
failure to price emissions that are harmful to other economic stake- 
holders. That is a huge subsidy, and so I think until we correct 
that one, we are just not giving the private sector near enough in- 
centive to do the green investment on its own, so I think public sec- 
tor incentives to give that, give those incentives are a very good 
way to go. 

Ms. Lofgren. I was interested in Dr. Montgomery’s comment in 
the exchange with Mr. Miller about the value of regulation to set 
standards that then people or industries will work to. I am won- 
dering the Governor of California just upped the renewable energy 
portfolio requirement to a third today, and what I hear from indus- 
try is that if they know what it is they are supposed to do, they 
can do it. But what they need is some standards and what are the 
rules, and would you support, would you think that that would 
help? What California is doing? 

You know, our energy consumption has remained fiat while the 
population has grown about 25, 30 percent. 

Mr. Montgomery. I have done a lot of work on California’s AB- 
32 implementation, so I will resist the temptation to talk about all 
of it. 

Ms. Lofgren. Thank you. 

Mr. Montgomery. I think the clean energy standard is a good 
example of a program which actually increases the cost of achiev- 
ing the actual environmental objectives, and this is something we 
discussed at great length with the Air Resources Board and with 
the Economic and Allocation Advisory Committee. Larry Gould who 
chairs it from Stanford. That a cap-and-trade program in California 
would have been sufficient to achieve the goals of AB-32. 

Adding the Clean Energy Standard to it serves only to limit the 
choices that utilities have for what kind of energy they are going 
to use to meet that standard, and it forces utilities to bear more 
of the burden. 

Ms. Lofgren. It is interesting, if I can, I have limited time, I 
don’t want to be abrupt or rude, but the utilities certainly don’t feel 
that way. In fact, PG&E which is the major utility and is the util- 
ity in my part of the State, pulled out of the Chamber of Commerce 
when they didn’t support the cap-and-trade bill that the Congress 
had. 

Dr. Bivens, do you share that point of view? I mean, not that 
California is so perfect, we have our challenges, but from an energy 
point of view we are making tremendous progress. 

Mr. Bivens. That general point of view that California has been 
a real leader in keeping energy consumption down relative to the 
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rest of the country, absolutely, and I will say, you know, I bet I 
could construct an absolutely platonic, perfect energy policy that 
follows textbook economics and gets us to exactly where we need 
to go. That is not the world we live in. I mean, right now we have 
just got the market failing every day to put a price on emissions 
that harm other economic stakeholders, and so we should find a 
second best way to do the job until we get the platonic ideal. 

Ms. Lofgren. Well, I think that is correct, and certainly the 
State of California has set the standard in many ways by setting 
fuel efficiency standards when the Nation would not, and because 
it is such a large market, it actually did move fuel efficiency in the 
Nation, and we are doing the same thing with air quality, energy 
consumption, renewable uses, and the like. 

I want to just switch briefly because I am almost out of time to 
the role of basic science research, which there is no way industry 
has the funds to do that kind of pre-competitive pre-commercial re- 
search, and I have a very deep concern that if we don’t do adequate 
investments in basic research, university-based, or in the national 
labs, that we are going to have a big problem in the future and spe- 
cifically some of the reductions that are being proposed, for exam- 
ple, the Stanford Linear Accelerator, which is doing X-ray photog- 
raphy in a way where they will actually be able to see at a molec- 
ular level photosynthesis, which has tremendous potential in terms 
of energy. 

What is your take on the budgets, budget discussions on basic re- 
search, Dr. Bivens? What would those cuts do for our future com- 
petitively from a jobs point of view and from an energy point of 
view? 

Mr. Bivens. Yeah. I pretty much totally agree with you. I think 
cutting investments in basic research and a rush to budget aus- 
terity is kind of the definition of penny wise, pound foolish. I just 
don’t think we should do it. 

Ms. Lofgren. Dr. Montgomery, do you have a point of view on 
that? 

Mr. Montgomery. Yes, I absolutely agree. In fact, that was what 
I put into my opening statement to try to emphasize it more than 
my written testimony did. Absolutely that the highest — that as you 
look at cutting the budget, it is very important that you protect the 
level of funding that we are now putting into basic energy research, 
not let it get cut. 

The problem is that it has generally been starved by Congress 
in order to continue funding the subsidies and deployment of exist- 
ing technologies, and that is because of the jobs that that creates. 
I think we have to 

Ms. Loegren. Well, there are jobs in basic science research, too. 

Mr. Montgomery. There are, and that is just fine, but don’t lose 
sight — but don’t concentrate so much on jobs that you put money 
into things instead of basic. 

Ms. Lofgren. I think we are the richest country in the world. 
We can do both, and I yield back. 

Chairman Broun. The gentlelady yields back. 

Now, the chairman recognizes Mr. Hultgren for five minutes. 

Mr. Hultgren. Thank you, Mr. Chairman. Just a couple of ques- 
tions, and I am sorry, there is a couple different committees meet- 
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ing the same time, and I wish I could have been here for the whole 
time, but we will spend more time going over your testimony and 
things, but I did want just some clarification if I could. 

And I guess I will. Dr. Montgomery, if I can address this to you 
at first, the Administration has made a high profile effort to invest 
a significant amount of taxpayer money on green jobs. How should 
Congress evaluate various job creation proposals? Any suggestions 
that you would have for us? 

Mr. Montgomery. Yeah. I would say ignore everything anybody 
says about jobs. You should be evaluating programs on their merits 
in terms of what do they cost, how do they address a specific exter- 
nality or public policy problem, are they going to be increasing or 
reducing the cost of energy. The jobs calculation I think is — the 
jobs argument is pure smokescreen. Everybody can argue that they 
are going to be creating jobs if you give them money or losing jobs 
if you don’t give them money. You have to actually look at the mer- 
its of what the money is doing. 

Mr. Hultgren. Mr. Kovacs, would you agree with that, and I 
guess just kind of a follow-up question. What is the appropriate 
cost that we should expect to pay? You know, is it $100,000 per job 
or $1 million per job or $10 million per job? Where do we start 
making a decision that this is too much, it is not being effective? 

Mr. Kovacs. Well, our research doesn’t confirm or deny any of 
that, but what it does state factually was that at least in March 
of 2010, there were 351 developers around the United States who 
were willing to put in $570 billion in direct investment that would 
have created roughly about $1.1 trillion as you have the multiplier 
effects with about 1.9 million jobs. 

And what we are trying to say is the thing that held up that in- 
vestment was the fact that departments were challenged and chal- 
lenged and challenged, and if you — the goal isn’t necessarily an en- 
vironmental goal because every kind of facility was challenged, and 
40 percent of the facilities that were challenged were all renew- 
ables. And there are 24 nuclear and I forget how many trans- 
mission, which would actually take the renewable power from the 
plains into Minnesota or Chicago. 

So you have a pot of money, and you have developers who are 
willing to risk their money to build these facilities. So the easier 
way to do it is to let the private sector do it, and the market will 
begin to sort itself out. Some will get permits, some won’t, but even 
if you took just one facility per state, you still get to about $400 
billion in direct investment. That is needed at this time. 

Mr. Hultgren. Thanks, Mr. Kovacs, and I agree. It frustrates 
me when I see sometimes we are picking winners and losers or 
pushing an agenda that the market just doesn’t want, and you 
know, there are some issues there I think that — so I appreciate 
your input there. 

Dr. Green, if I could ask you, would you — are there other federal 
efforts that could be more efficient — that could just work more effi- 
ciently to help unemployed American and also stimulate the 
growth of the green economy? Are there things that you see that 
we could be focusing on that you would recommend? 

Mr. Green. I lack the hubris to make suggestions like that. That 
would be better asked of someone who was more focused on sort 
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of how economic stimulus works. I can recommend any of our 
economists at AEI for that. 

Mr. Hultgren. Great. I will move right next door if I could with 
that question, Dr. Kreutzer. If you have any suggestions, are there 
things, you know, federal efforts that could he more efficiently used 
to help people who are unemployed other than some of these green 
jobs initiatives? 

Mr. Kreutzer. Yeah. Well, let’s look at some of the things. First 
of all, we could have a separate discussion about the general ben- 
efit of federal funding of research, but the Stimulus Package 
doesn’t fit that. We are trying to promote the economy. In the Stim- 
ulus Package they had a carve out of $140 million for climate data 
modeling. I checked with climatologists. They didn’t know any un- 
employed climate data modelers. 

We had a $5 billion program for weatherization. The state audi- 
tor in New Jersey, Stephen Fells, looked at the money that was 
being spent in New Jersey. Five percent of the funding was spent 
documented on nothing, close to ten percent they couldn’t even tell 
where it had been spent, eight percent was overspent. They spent, 
you know, $22 on a light bulb that cost $1.50. 

In short, out of 5 billion if you use that ratio, 1 billion is wasted. 
So you could do a lot better stimulus with the economy by not 
wasting billions of dollars by not ramping up money for people that 
are already employed. 

When it comes to the impact, there was a debate earlier on 
whether we had the studies that Dr. Green cited were peer re- 
viewed, as though they didn’t matter if they weren’t, but here is 
a statement from the Congressional Budget Office, okay, last year 
on the impact of policies to reduce greenhouse gas emissions on 
employment. This is a quote. “In particular, job losses in the indus- 
tries that shrink would lower unemployment, excuse me, would 
lower employment more than job gains in other industries would 
increase employment, thereby raising the overall unemployment 
rate.” 

So it is not fossil fuel funded researchers that are coming up 
with this. This is very general, consistent from economists. We had 
a panel at the Heritage Foundation in September of 2009. We had 
economists from the EIA, we had economists from the EPA, we had 
economists from the Congressional Budget Office, we had econo- 
mists from the Brookings Institution. All of them analyzing the em- 
ployment and the simulative impact of Waxman-Markey. None of 
them found that it stimulated the economy. 

The debate was entirely over how much did it cost. Nobody found 
economic growth from that. The question is is it worth that? That 
is a reasonable debate to have, but you can’t pretend that it is free. 

Mr. Hultgren. I am out of time. Thank you very much. I yield 
back. 

Chairman Broun. The gentleman’s time has expired. 

I want to thank the witnesses for you all’s valuable testimony 
here today. It has been very enlightening, and I thank the mem- 
bers for your questions. 

Members of the subcommittee have additional questions for the 
witnesses, and I will ask all of you all to respond to those questions 
in writing. The record will remain open for two weeks for addi- 
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tional comments from members, and if you would, please get those 
answers in writing back to us within that two-week period. 

The witnesses are excused and 

Ms. Edwaeds. Mr. Chairman, I just have a question. I would ask 
unanimous consent that we be allowed to include materials for the 
record that were shared with the majority staff prior to the hear- 
ing. 

Chairman Broun. Okay. I think that has been agreed to. So or- 
dered. 

Ms. Edwards. Thank you. 

[The materials follow:] 
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Fpr, Your. Business* 


Flvci Posifons on Energy and tie Errvironment 

II— iK r rtlM ~~ • rf — r~T — tV~'~i'I ■~r' 

dIMW ftwIiiM «riM» «onn « esnvnfisM^ Aw9-«nn •nartr aM»iy a«r r 
put Anwa* on a Mtn er « /ran OHCurff, pmvMmis antf sbM* 
■iwgyeiAf^ 


1. The Chamber's posidon on dimste change 

•r“ir p ITr 1~nTr~r‘ii l-T'aliiri imllianninnj ■infriHt ehTti >i lailif ipwitaiipauni nMnenni >i 
twettmairMn. Ovpeoeon{a«lm|M: n>«w i wo c la on a «bwi — M i doan no rwnn gf aewnotny. 

[ »ft>gm »tflat»attfosi»B>at>ttnwan«wiin«aopn.»e i B Bi—*i">' » 0"»"m>(»wlod WB bQ jN ioqae rd iww>-Pte<aeatig 
BUT i w u noiw* me cnfutowwani bar mun» gawrallDW m mjuaify otfaeinBe gaea. 

2 . The Charr^MT's position on VUaxmaivUailcey 

^c^pesart WDinedlcIflQWaMan&caMeiiwai^fletnauaoMgtaMllMicrBrMCihauMeaaktMontiecpim Kla 
nMMr eOTpMMWA nor MeanMorwl. and t ne> anort nri naoierv wtoMtate m IKfwMDOteo Mo ito 

nwMplaca «we*io O' cravSor M • Mmr oasoa fuhR. A MUftS aeo topoBk canon tvfCk on omto anpjriad Me fte 

U&. n mowr INIimuM afnvaf osMoiy apw ralaiitfen tarn meng paitfre. 

3. The Chamber's postban on EPA’s proposal to r^ulate greenhouse gases under the 
Clean Air Act 



Tli> OaMi Mr Sc< k not irNii9pfc(*MR uatlM for r^pMna cflnaa tfnnga. Emti t«ugn EPS • DiSy adSrwirv nastor 
•Wta.OetaactAirActeeneiurMoeUiolflnaB 6PAe»ert«M y— rhWigaaaakaivynMwaar.SeAatagilitaaiS 
■ w it n arSiagMou Wd * t nAiOM ■ M tofnoumaa tm lew aaier boan a Sfad fc feFA Mr rayekteB. Tb Q«B>a 
C i j i ^— II Jbfw Otipfl. {WtwI Sa a -aotoua nw i i.* Oar tamtent Saao not fad aglaiw fagtieory iwa. o ap oQSty 
tmt ffaaicB wonda to owuai ams Cofipt*** te wiad a coapi e iweva eSfto tftiqo >o». 


4. The Chamber'e position on altBrnative/ranewrable energy sources: 

TY« CMiAT hot vpant^ aupponad Vw pndueUon and uaa or renoMHa anargy and «• hM <XMert«r% aNaO tor 
aSdSknd Krvfag tar rarwMeia and aUwr dawi amigy |■ehnelBey aeMnoamef<B. Tf» CruRfSar » wiMk conabH aS 0* our 
knra of support to Cenoma and opTiiMRii e «apeM, ana wr raaeno on ttw aue or RinAig for DM enMorMtfimtagiaB 
ln*MUan.w»lia«aaor\ldgBnorcaM»to|idcy nKnnnwndMima lotnaAdnntatntisnaMCantpaaiDtadiaB 
I^Mrecuaa paa wnlHtans to tha SiMifdMra wMa btagee otmrvajr haaWiy. ^ an eurandr iawlng %)*« to eaw tna 
neiaiary. Mgal. aM NEi>Mi|]^eaeaci*ird leadtMCle tott am dntarie pratMtare wnd. aoiai. flueiaif wto cOMf oaan anerw 
peqaeta acraaa (ha resoa. 

5. The Chamber's position on the role of tachrxbJogy fn addressing these challengir>g 
issues: 


Amartavi btaatow ta Uw ainpa o^)ga« •waatar in daan la dintoy y. 7>ie Ctai ito w bai ntttwtf »iepcr1ad lar lf«mw and 
patato.nifappilanonaand«8ai»AialB»idboippHai*alaU>aBmdaranidaiia*apfnaf<ortoaaalattirw>3pai Our toalfeuM tar 
SMGartariy Enarm Oidloawd 91 «*i enaptar or iB Ttanatep Pert tar Saounao Aowhean Eimv FiAM to mmataiv 
aeww or ranawabta an«w to our uwapofialQr aito •iKtiid% aaeton. Vita arOPBiiaD dr a( 9w iastreteg;r P*e«im o«lw 
Emagr ^dqr Ad oT 2O0S are toft Eraigy Mepandanea «iri Socaahr A4 or 2007 , and tet proooM than Affldbig dnea g« 
or lhaaa ia«a 


hUp://www.uschanibcr.coni/issucs/coviroTunciit/five- posidona -energy -and-envifoomciit 


4/13/2011 
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!aip7/wvnv.t5cb9ai'» cojn^(snci/Ieaer&^€O^IenBr<euppgrtiog«on£^ 



$ — 8 h Q 


LetMT Supporting tfie Conforsnee Report to K.R. 1, tie ‘American 
Recovery ond Rainveeiment Act of ZOOS'* 

B«tMM DU»: rtmt. fw^nmrf 3Me 

r ^wf n.aow 


TO TreiewBStt 0^ tk iMrm) erAres conorcsk 


TMUA Ca»iewrfC JWi* i»»B— na>iippcHft« u w<W ttMj r8CBne«Kn }.•« 'AiTwnn RMeMfr (M 
A0 «iaOM.’ k#e«cn •MIA MkM • iNMMMjr Map ttuMH flMng IM ua. MonMv kua an tnee. 


riM OwiMT M*mm M ta tn wM apMterv pMMBM *1 e« M i« AM* to MMOa WUM M » g« Aiwor* Mefc 

to wtok. TTto Ombw totovtow M l<A 1 1t rial ptot^ Ckaercu toM •• MkrtoMAa BMtf to ae« (ctw to 

mM Vv toiito KOtoHV Mto to wntoek emf I iMiMt. 



ftaMedUres 

• t^slatL 




I on 
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fighting fe/ y^yrjiuAp^- 'i-J . »w«st 

Letter Supporting Legislation to Stimulate Economic Activity and Spur Job 
<3Tovvth by Investing in Energy EITteiency and New Tacboologias, and by PttTviding 
Access to the Nation's Energy Reserves 

ilab«wOm: Wt^rmUm. U. »» 



Janmiy i4.a(W» 

roT>i6 wev8a<s<;r THC CMiieo states co»of>e$a- 


Tlwue CtaitWif «i<O u > i iw^ Wi Mwdd^iwai K aianitMHd«ww« npii« t * r Q>a» aOw t innfci iiiiii ya 

«p«r»tt»tei«Bt»fiiYitt»>WM»,»ifli»9lcn ii n li i > Oon g rwi tb< e r i i wi<tl1niil» a »l«e in 

!■» A bM DM ol e* nMwi^ MoneirK reomnr «e cNcwnd «n Vw meiaer tanrv'i'v ratMt* cuwltM 9 
«rhniMW«wV«K(eawAiMafSalan«vt T > »i) U n wrm^i a%Mt t» » fgt pan «fmt t^nMU jv 

nw CAMiter MM>vM tr* COMevM e*' tantAM UN WCMRV *« waw siOe W WMino In MMoy 

«<fc>areydni>e nn i < i a >Nt NNtyiHNMwt ■ nu MiBUNnNiBAAN Nmy f— f i Ni . (6>oe»B»V'Cwi>wi»hwiatol 
l Aj M nnri m i n j i i m iniirrlliN [mtir n^I ptAfi liVn iliirinn [ii n fl n ii i t iiiAi .t i l nn Irn nititfi m i Tn i nrtr 


L PronetA emonoy eiMoacy and OmaSmiv. 


NAnaigf lyN A n Ntn^rtm Ui iN Aig i wdAtXeiwi^ S aiA HN 
PAriNtranoA condASig <haPC) pn^vc. TiM Mwne E2PC (SevatA NMaNnd by tN eoAiQy 
Saaaty ne e anr lae^ avM ma OsMtnnAS «r (DOC «B ON 


WoaBe8at*atfnw«»Na.NMt*Ac>iJfaAaiaiaftAi 

e( gpJivil hiiAM (tj ... 

aiNTNeaa«y«»N|gbtN»duAnifaeNewete9*««cwNNtaf«»WN«ianBiaA 


ana pmq> eTapanaiMsd nwwf . 
tePANJMCA*. • 


k (Mkh m EnN«y 8Mn). •• 

N ESAetaANAMW Uo anarav Mhs»«iey arN NMnaHQj^ pra^ 
(iea'i Manana f* Maack tia NiaZM0 EnaiVi OooaiwaN 
MOno WOMM. ■•rarCM »» asA. «mW vanNona oancnNoak MUng 1 10 oat B*fNA anaBr UwBuet a 

" NMdpeideiLThB&wvyM 


9 anri lew oAiMn pMiar gananesn k tkA«eiO^ Ttw M 
) eEetancy *i>MBnw|a n I 
• MB*ataAfMrok» 76 Adc^ 2 tM«tdtt 0 tp«eAMD(Ka«darerMllMeona 


ia>ta«ttrMABfaba 
» PN»cy toWiilBaai «e Ihw 


Undan (Ha tnpaaM. pta 


to aaiiW aaaw<a o 3DM net laaaaet N QoNS^ naa* finrttna pkMd ti annate in soot. 

1. Mnvlda Aaaaa to EatoUag Scargy ItoMwaaa Me esiaaMl EcMMa CMigr taftaalnsh«f. 


m to y aiaai y . in< HHmte tna tyA— a MM naaa ato cp tog a ra fca i inCtoka 
■SM Tta AtTaPCMeatHMmaaeutoaAtaAaasfhaieaktoapBnMtfnaMtiaMNi^MeOCSMaiecktottoklM 
HkNhaaPl-ItteBPton^^aateStototokto nw naNMafia wAAtBOtolhan 75.000 mricNa. Tito 

iMlwlM tmaa wiM eortAa totaoMAMV 430 Hton mMd to« «t ntokt* g* «e rrM tun to (Man 6an«H W 
Be-'nBMg^<wlu«N^Aitoaa^aifaeelntol^aB■a7e>wya^^l^^Bei^N»g^«<lto*<l^^tae<tor>ara^ar38 jBMk tN 
eaiamHM«c(toaOC<NiB»aay flBkMiii.M<Mty»°*to*°to7»v»P”»*to>a^S°*eaiHD0Bneto CongnHACavaa 
HM IB Man a Mtol iwiwy an Ma aaaa 

> AuBeandartMwa|wp*natotoeen>«'MWQyito(aalnaitAatatoac<A<ka»iaaiiawa>iegly >iNf— Ju iBAfto 
ra|i^toaaaia)a«aetUto><w>i»aiMa TMatwueBaNvaNdHeaettMaitolnQaaineaiTwtonEPtoAiltoliM 
IHmac Baetddly t MwiMan CaffMa (Tin’ll pwonNi BA) ttaapnaOM ai aoMona idTUa la atow brtha 
(Mantoaian at anaaelWtoaj»a totitoMaMai, TlNaaiMo trawaatoaeo teat Mato ntoantyowtelfMiiafataHjoea 


• Sa aai i tu i t ie fartitoingana wnrapkney coftneMOen faqiNa n ato * m naart k ia r toa wata nai feaW uw iMi u e Ptocy Aet. 
CUBA Alt AbL EntoBgNte 5paaa« Ad. Oaan Mbah AO. aoe atoto MwMHDAMl Mtonaa lor puMc Md pmato 
edraMntoiura and deAA «wgy eniMH ’ftoiBtiMn MHUNA to t» tontAA N^a^. TSa •oDtf aigdftaM »(Mi to 
toialt KN MddaeaiynBClaMNMjrl Nd tBiitot H aMH*»<»iyBto*r4W(r*e^-^'rfl* «w ii jua a »a ly Vu**"* 
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Energy and the EnvtTOnment H K Bltf i 

Policy Priorities for 2G1 1 

AtrOu^y n«euMon 

Qp»ai>eftBiW>«WM«e8fw*«w»g mr i ee:m DwugB«nene sMTOnrarMaAieavietdOTslMClMnASrAs, 
fhcClBviVAMvAd, tnaSmtingeiotf SpvduAA mad tTx te i lOM t Btvtotrwm Palcy AcL 

tif enoeofitubjaetf iM>Munri*d«wc«»BdlB e » ji onpg*om a »iw>a ll ^lnl Im d 
wt*«ra acanooialy feaiBM. «kar Ohr on «D<nRWM4Dtf>carurel RsviciilM. 

PstasM M a iuRlor nMmUne* indoeig * dually, edw wwo. duperAmtf M SupaiAntd loM^, OMrt MH. 
cfwraAla, eseno. pwnuma nuMr, grwnhMs gnm. ec* aA bdtin, mi ownM 
Stepped fpb-MwrawiMaYoraifQuM^ Mndvdk 

Ur9ee«Maf«OP»*nnMrXl»1auMcaoeou«th*0rMtne tnpMardrpoeiiionffe<neutiid»lhiUnaBtfSijle> 
fcgiRlrp cBwpt W KB «tBi domwoe alt qiaily itpuMant 
AdtAAcafnwImteinwwkwsnMW prttdn and BarJeas 
Comisa; Manajunaat Palonn 

Pramota o cma nwani* Ornigm tolAa Tm bMamii ConM Aa( • Oonowaa aorlia ts noMHtba our fi«fen% 
duoueai taana^RMsi law. 

PraTW>a1afctjaeaw g Ti*w Hu iw»^ete«i«c^gaaf«a»otawitaeai * py6P^lfla<ieaeirwit»paiwetfM<fiaa w 
wmiwita wMb ainUlanaeufiy pnono> act and local bara. 

lirpa gA lo my on «aanMiali)f xaftl ane paw-Wi'fcn'inl dw>c n^ttRSleatafnielraaireew. 

Obnoe* Cbono* 


StMort aPena to ndbec grsantaUR BaMona in Itw amoapiwn. A eonpmhanVM* laOWWlwe aaUtofl that doae 

oai ham (ha a c onowy. na c agnl ia i im Ha w oM ww |» Ira ew —ci i ai Cl loapa, aw aognMrrair prcmalaa dnir 
tetovwiceea aftfatoia«ayf na di<,ibotoce<gnuraeeoegiyiwd the an^omicrt tor fuuc g enara ito ia arc nwttalV 
aentowM&oHA 

Scpcnrt a eampnhanPtfc Citomtfta* aomemnt fici cipwta awiQa nai naa tba «tOa«( poaaftPi pgrO^adon 
Dppea eaPenaaiePAtaraQXtoaBrmHBuaagaf uwtortfwaidcnngClaafiAirAa. InekidCsliaenRlanQennato 

Cwictort Mdrti by MuaCy to dtoalBr ainiBjt to%Ja<il and irw cwliaoM toonmito^ and «9al toocn lc (ha 

fla%aatp tw cw«ld.w>»a»»P>al»utocrwawgnianriB»aagiwairi»tooaaaraaKpegadtocecuf- 

Erawa Vito Brga efnerglrto deenenfea anan leaptotolU^fv addrentog itoBMctoiBnpa, 


Coal Comtiutolan Byprotovcia 

Chaaangatolcmtor B OtoM B aQalainwtoaaA M itoiatjRdBrnaaaunM C w iaewilton Roaowy Act SobWIe 

C. 

PnmtobaRtoleW cwJootocoalaililiyHduaCy, totou, aee rronapal gwannatM. 

DomMUr Enargy Praductfon 


Uso VM aonrinMnOon 10 n me moraaedum «n cowo/c 01 and gas enpitoaUai arto oavatopnuMK. 

Atopcrtatoeicnto liPKy atoOa«ac*rto<^rwfaane>ayp«tidugfcai btocppoacaPoOHaciaatcaitoMtotoy BMiantnM 
m laA tor Ouonaaa tPat o> and pea sKsatoea toCa UnI> auMflaca atoaiatiom. 

Ui^ Oongma to M .'noratoito and aUftattos ohpanraecMiy eompall&M optoABen to' Q« told rtovtol PM bah onanore 
aM edtoiaf*. toeiudino to* Aitoto NdBonto vecea RtoUpa lANViP^ and tohcr laearal tones m# doaad to diWng 
AdvDctoa tor Vie oMRwtoton and opMaCon to toMmahie vto ranawaUa c rMQy pRpRto Mjch M wcto anagy Mdaea, 
nu 0 M> pp«w. tiy at o w n «T dew sto, nfer «raigy. and BBSUtninto toiergy * 

Up# Conpraaa to paa lagutolcn 10 toramlna tha pwtnMnp and tcpsato paceea tor new meigy orojeelB la Me OiMcd 


UtcetttoObwaaadn df to to 'to c n.Qang—. aidtoatoiad nn toadopIttielXS.CIianiaeralnatiutotofTttoCailigy 
Etwgy* pitotom to M a tc e nato a and i to i l a w Vda amnopafcfiaeomiwindBtenaimiiaalftaaaaov Btuapiftoand 
TraniMon Plan tor Saaatoo Aaiartedt aiarpy Putwe 
Sniianea Mentobna migy aaaatot Dmigri eartoftiaVan to awply. 

Monitor twni n ae i w l and adpto toi ra li a adam Otto wotodigidattctna aid aaci toy raainB hytoaiae tiwsMng toW da 
atopy to dwatop ma enoiRtout to«ie pa roavea aeren be eeaitoy a wall a auar anaadif. anargy roaouicM. 


Energy Law* 01 200P and 2097 

AMoom tor fJl vindnp and B i p Mw nanaae B (pnmtoOy Vw nnoaVv* anagy ta:iinaiogwaprsvWen«)tolKa&taqy 

Poley Ad to 2006 wttoi prwraiOfto IB rcpato. nIbecA. or dtol/ntoao. 

Eonni dito Via toK tooardtow and todutoegy-anatolfe DNwiaianB to ttw 6naf^ CwSamOwB* and Saouity AS to 2007 
we mpiarwraad fn * itowly, aconontc^ apptQpctato laantort. 


E ra gy raeluiolepy 


H cra aa pi±fc aduealon and itoonraMr a c caatt fl Uy eenewntog irvantorve cngy tocninlopy dmcKinera thto 
UKlwfan poacy iw p ito i ana leMsd to enweire adeguto* aneigy auapto tiaic and In inlartaima mwliato «t|a« ILG. 
bitoni id IfajaCy oeafo. 


hltp://www.a'ichamber.com/issues/prioritie8/crcrgy-ard-ccvironment 
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CoNmut « F«09iani cT 'Oam •nmy wchnsiegy tftftiguai' aaroM tiw Mien n penmnlip wflh oais khS toMi 
tf w r to fe Tm purpota sr cm oWopA* it to tcNnevt oosaflos lo ooweiapiop ana otoan eriMgy 

iMfnoiflgiM. 


Uw of ew sm Tnaqr 

Suppot raWrPfcw by (no UriM SMci ot lla OnMod Waia n t Comvnttod or tio Law of ib» Saa Th* Maty prmifta 
oa^nty t«i acaaMino »aaourtaaif»i*»a>>tftet<>4 AntwrteiantcoMM gMtnaewy ■naMaatTMWteitiOfteafBotoe^OT 
Om ¥td. imtutt rtsoiaea* ctwtaaiaa m 3ta saaPMi m Pioae ■•••. 


Urpo umiinltf taoaf tupped Itf Owmiopmaw of ttewpale core aadb, ptninwn. and oUier naodM irtnant reaourcM 
VMlM oncM igrdaaBteWPCtcqy dow i kp wn 

PrsmcAt (no «Ma et lacn BUwaiOoM to neve ram oadH mtoanic mourwo tiMiain VNir Ke Qdfaa. 

NaMnal Ceoae Mtsy 

iMo-k <«nt too Ooiasi on arMconciMnlo' Oupity lo «mae M I eo n tieer a t(« bnpaet on (nduHty tdion nioMns 
tvcwtimonCHnM to PcootoORl Otoarta cn taw «o canptatantoMiy rntupo ow uutiaoi, eoesto. ant Qnn tOM t . 
SOMM Ita* any nPento ocoon I* |tot(ed to aeepa tovl cm( 0 iMcMoer iaitaa) octal to raoiaicb dknMa ehaope 


W oc wto q toaogy ftogutoUen 

VMm« wlin CtMmbtr ntaiabon to otMrait nanatoctinofapy isrjM mI «Neato(to awK nce w ioo lasWtoMn ato 
llgulido^ wtwrv ly ui o to to. m woQ at eortlnuod todaral ter Maoareft utos uw anviranmantoi. CMPK and aotay 

l uo oiiMii m of panatoehneiepy 

vpwttoonawieltat toeocalrigMtototy ipwiriM. piirtlaaidrg*A.(»npiaBWoeBttotofBeuMtDryteuatoe Plot ooea net 
taocBeap U-& l o a tl w a lil p to tito rapwPy owwinp cw iti wtid WWB pi tanwe nn otopy. 


OuWatod Snvlrnflnantai IjMO 

MtotaneaattaNMtonaiEmAraiwtonMPetayAettoa/awnlnaandantwnM pi«lc{Ma«d|MHtonto*erotoawaix» 
eem«a«s pmaaou 

ftotoawzo ita Endtnewed Staetot Act 19 wrpfev* tueeoaa to raoMilnp ipacim and pcotrala Mopnotoie padMCtrfp* 
b atoa m itoatodwto p o tanaiant and toneewwtrt to leducn (ho budan on iota atnnonda a . 


Atkmilua fEnarpy] 

urga Ceegiaaa and (ho taeJno toMtft to etoaeiy MOMla watpy pit^ratni iMad tw (ta Anwtovi AaoetoHV and 
(^tonwMlniatt Aai or 2P0P to mto auia <M tta totondad yutai tot ta«M M «to ptegrana an ImpiBiMntod eonwHy 

odatdoadly. 

Prenteto updaiM adtor iBediioMtorui to onagy promnst aaatod (yy tot Acnaitaan Roewacy and notoraatonMnl Act 
whore nsooaoarv to madnfia (heao preorvnr oooneerde taMfitt 


Wotorlaoita* 

Qarditaoltalnyt to totayaeflaa to naacubOcawara n M of Ihavetjeotwotoffeou- econ omy (rntnqhtotprtod 
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Background 

Job genontioa has been a part of tbe natioaal dialogue surrounding energy policy and renewable energy 
(RE) for many years. RE aidvocates tout the ability of renewable energy to support new job opportunities 
in rura] Jocation.s and the manufacturing sector. Others argue that spending on renewable energy is an 
inefScieiii allocation of resources and can result in job losses in the broader economy 

The report Stuefy of tlte Effects an Emplojimair of Public Aid to Renewable Energ}’ Sources, fixim King 
Juan Carlos University in Spain, is one recent addition to this debate. The report assens that, on average, 
every renewable energy job in Spain "destroyed” 2.2 jobs in the broader Spanish economy. The authors 
also apply this ratio in the U.S. context to estimate expected job loss from renewable energy 
development and policy in the United States (Alvarez et al. 2009). 

The analysis by the authors from King Juan Carlos University represents a significant divergence from 
Iraditioni methodologio.s U-Sed to estimate employment impacts from renewable energy. In lact, the 
methodology does not reflect an employment impact analysis. Accordingly, the primary conclusion 
made by Uie authors - policy support of renewable energy results in net jobs losses - is not supported by 
their worit. 


This white paper discusses fimdamental and technical Umilatiocs of the analysis conducted by King Juan 
Carlos University and notes critical shortcomings bi assumptions implicit In the conchisitms. The white 
paper also includes a review of traditional employment impact analyses that rely on accepted, pccr- 
reviewed metliodologies, and it highlights specific variables that can signiCcantly icQuence the results 
of employment impact analysts. 

Summary of King Juan Carlos University Methodology 

The authors of the King Juan Carlos study intend to relate the economic efficiency of renewable energy 
jobs to those of the broader economy. To do this, they compare the government expenditure per 
cstimaled RE job with the average private-sector resoBrce.s expended per worker and the average 
productivity per worker. Their quantitative approach is s.*iown below. 


Calculation A: 

Calculation B: 


Subsidy to renewables per worker 
Average capital per worker 

Annual subsidy to renewables per worker 
Average productivity per worker 


The Spanish report asserts that ‘die resnhs de.-ived from the ratios above represent job loss as a result of 
public invcslmetif in renewable energy. This is based on the assumed principle Ihal every dollar spent 
subsidizing renewables represents a reduclion of one dollar in private-sector investment and that every 
dollar spent in the private sector will generate jobs equally. 

In contrast, traditional jobs analyses evaluate how changes in demand ret specific goods and services 
will affect economic activity and jobs within specific industries, iheir supply chain, and the broader 
economy. The input-output tables fgiplicd in Uaditional analyses arc derived from real inter-industry 
transactions a! a specific time. The most sophisticated analyses account for a reduction in demand where 
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substiaitions occur (e^., reduced demand for conventional electricity generation due to new renewable 

generation), as well as the effects of government expenditures and changes in commodity prices (e.g, 

electricity). 

Fundamental Limitations 

• The metrics used in the Spanish study are not jobs impact estinistes. Ute primary conclusion of 
the report is that the Spanish economy has experienced job loss as a result of its RE installations. 
However, comparing tte RE subsidy per job tvilh the Spanish economy's average capitaJ per job and 
average productivity per job is not a measure of job loss. Traditional methods for estimating jobs and 
economic impacts are discussed below. 

• The comparison of RE jobs with average ecoooray-wide metrics fails to recognize the 
variabOify within the modem economy. The cost of job creation varies significantly among 
economic sectors. Ftir example, areating employment for legal or medical ptofcasioDals costs more 
than creating employment for clerical or administrative professionals. Applying a methodology that 
compares renewable energy employment with an economy-wide average explains very little about 
how RE job creation compares with comparable industries. A more informative analysis would 
compare metrics relating to RE tfrorkers with metrics for workers in other electricity generating 
industries. It would also show the range of metrics that exist across industries ratlier than economy- 
wide aver^es.' 

• The report fails to account for technology export potential. Robust RE technology exports can 
gi'catly affect economic impacts of renewable energy (Lehr et al. 2008). With its proactive RB 
policies, Spain is already a major ej^ortcr of renewable energy equipment (David 2009).’ If global 
demand for RE technology increases, Spain’s early ravestment could allow it to c^italize on a 
global market for RE technology, which would contribute further to the Spanish economy. 

• The study ignores the role of government in facilitating growth of valued new industries. 
Governments invest in remewable energy technologies to promote the growth of the indushy as a 
whole. Emerging RE technologies have not achieved levels of maturity and eccmomics of scale that 
traditional technologies have; nor have fltey beoeSted from years of public and private investment. 
As a result, there may be a role for government to play in leveling the playing field between now and 
old technologies and in supporting emerging technologies. In the United States, al! conventional 
energy technologies rceeiv^ government support in their early stages, and still benefit from 
government investment today (Kt A 2(K)8). 

Technical Limitations 

• The calculation of average capitaJ and average prudnetivity per worker U based os jobs 
resulting from economic activity at all levels (ix., it indndes direct, indirect, and induced jobs). 


' Ttiesc results could sunply sugg^ that RE jobs roquicc ouwo Jitgbiy buioed - ond, therefeno, wore cosdy - woritecs than the 
Spunisb economy, in gencial. Moreover, the devintion 6oni the economy-wide avciuge capitHl and produetbiw per worker 
obeerved for renewables may be well witbin die stelistical norms oC a diverse end robust modem economy. 

* Spab was tire sccand.|aTge31 supplier of U.S. wind turbine generator Impons in 2007 and 2008, ana its overlit ertpona of 
wind-powered generator sets reached 8469.7 mtiliso in 2008 (David 2009). 
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However, the R£ Jobs estimate osed to calculate the RE subsidy per job is based on a 
(jaaotification of direct and Indirect impacts only. The R£ employment data used in this analysis 
is based on analysis of the direct and indirect Job impacts fi-om investment in renewable energy 
(MJTRF. 200.1). Yet the average capital per worker and average productivity per worka' are based on 
employment estimates diat include jobs resulting &om direct, indnvet, and induced economic 
activity. A more complete comparison would inclnde induced Jobs impacts in the total RBJobs 
estimate that is used to estimate flte average RE subsidy per workCT.’ 

• The report relies on jobs estimates that were developed to 2003 and do not reflect Spain’s K£ 
industries in 2009. The total RE Job creatian estimate used by the authors was derived fiom two 
hypothetical Spanish deplcymcnt scenarios conducted in 2003 (MITRE 2(X)3). However, neither of 
these projections reflects the actual deployment of renewable energy capacity ic Spain. The authors 
imply that these results are a valid approximation. This approach ignores the discrepancies between 
assumptions that were reasonable in 2003 and the omptrical realty that exists today. 

• The report lacks transparency and supporting staiistics. It is striking that the authors’ 
calculations with two very diffcrcot economic metrics generate the same result. The authors claim 
this increases their confidence in their result. However, because there is no statistical analysis, it 
does not seem reasonable to draw conclusions regarding confldence in either resuh. The authors also 
fail to justify their chosen methodology or cite otbers who have applied a .similar methodology. 

Shortcomings in Assumptions 

• The authors assume that a dollar spent by the government Is less efltcienl than a dollar .spent 
by private Industry and that it crowds out private investment. Govcminent spending may be 
more or less efficient than private investment To the exient that goverament spending is a coirectiou 
for market failures (c.g., existing fossil fuel subsidies, cnyiromnenta] externalities), it is less likely to 
represent an raefficieail allocation of resources, Furthermore, there is no justification given for the 
assumption that government spending (e.g, tax credits or subsidies) would force out private 
investment This assumptiou is fiindamental to the conclusion that Spain’s renewable energy policy 
has resulted in job loss.^ 

Even if every public dollar spent on imiewables does result in fewerjebs than the average dollar 
spent in the Spanish economy, public investment in rcnewribles will only result in overall job loss 
when: there is fiill employment, all private-sector funds are spent on job-generating activity (i.e, not 
on shareholder dividends or paying down debt), and there is no positive benefit for the society flom 
renewable energy in general. Without each of these conditions holding true, one cannot claim that 
public investment bas resulted in job loss, regardless ofthc efficiency of the public investment 

• The authors assume that results from Spain arc reflective of the impact ufRE technnlugies hi 
other countries. Countries have dififerent regulations, policies, and incentives for renewable energy. 


’ Direct and indirea impiicla include the im{acts fivni expeodituns in the indusuy of focus, u well as Ihs various mdustrios 
dial supply the indusuy dnU is the subject of the analysis. Induced eccnoiTtic setivity resulb ftvni spending inconic generated 
thravgh the original inveatmenis at Ilia direct and iiuhtcct levels. A iiiU social accoutsing matrix of eonnomic activity 
includes all three levels of eoonomic cctivity. 

^ Government spending may reatill in reallocation of resources- 
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Minor palicj' diferenoes can have great impacts on outcomes. Applying a single result derived from 
a specific set of marko! and policy conditions to renewable energy. In general, is a distortion of real 
di^rences in global mailcet and policy conditions. For example, Spanish feod-in larifT (FIT) policies 
require utilities to purchase all electricity gmeiaied by RE nesources al a price that is often mucb 
greater than the wholesale pices paid to conventional generators. This policy difiers greatly from 
U.S. incentives such as the production tax credit (PTC). 

• Tbe report relies on jobs as the .sole metric to assess the value of renewable energy. The number 
of jobs resulting from an impact analysis is an important metric. However, it is not the only value of 
interest. An analysis of relate costs per job within a specific industry or economy fails to account 
Sx the array of costs and benefits that are associated wifii any investment alternative. For example, 
Spain relies on natural gas and coal for roughly 52% of its electricity production (lEA 2006). 
Decreasing that dependence has a munber of important energy and economic security implications 
(NREL et. el. 2008). 

In summary, the analysis performed in fills recent study is not a Jobs impact estimate and, Ibercfore, 
provides little insight into job creation or job loss fi'om Spanish RE policy. Additionally, this analysis 
has oversimplifications and assumptions LHal lead tc questions regarding hs quantitative results. Finally, 
the authors fiiil to justify their implication thal bocause of the jobs comparison, subsidies for renmvables 
are not worthwhile. This ignores an array of benefits besides employment creation that flow from 
government investment in renewable energy technologies. 

Nevertheless, tbe authors' basic question regarding whether investment in RE provides a positive or . 
negative employment impact is a fair one. The following portion of this white paper briefly reviews 
additional litaature that considers this question. 

Traditional Employment Impacts Analysis 

Traditional methods applied in jobs and economic impacts analyses rely on input-output models to 
estimate job creation or loss. Tliese models measure bow changes in deanand dbr specific goods and 
services affect economic activity and jobs within the specific area of study. At the most basic level, jobs 
analyses rely on a straightlbrwaid estimate of gross economic impacts from new investments in specific 
energy technologies under different scenarios. Such efforts in the United States suggest that, in some 
cases, tbe project-level job creation impacts of wind power arc greater than that of conventional energy 
goneration rcsouiees, including coal and natural gas (Tegcn 2006, Lantz and Tegen 2008). 

More sophisticated racxiels allow for estimates of net jobs impacts. These models account for a reduction 
in demand for conventional generation, the effects of government expenditures on RE in the economy, 
and electricity price impacts.’ Tbe results of analyses applying these more sophisticated models are 
mixed; however, whh today's cost projections, RE technology Jobs and impacts geoeiaily have been 
shown to be greater than bosincss-as-usual scenarios. Some examples follow. 

The Monitoring and Modeling Initiative on the Targets of Renewable Energy (MTTR^ determined thal 
across Europe, as well as in Spain, renewable energy development would have a net positive impact on 


’ Such mcxtds typirally use e combiiailioa of miHlI.«utput end oiecrceoenemi; modelmg rapabilitics. 
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erapioymeiit (MITRE 2003).* * Work focused on Oennany, conducted in 2005. found thst feed-in tariff 
(HIT) policies in their country would result in a surge in employment between 2004 and 2008 as 
deployment proceeded rapidly; but net employment would Cum negative in 201 0 as consu-uction of new 
adlines declined and the higher costs of renewable energy impacted the broader economy (HUlebrand 
el al. 2006). More recent work finds that, in OemiBny, net employment remains positive for all 
renewables deployment scenarios across a variety of sensitivities, and growing esiport markets greatly 
mcrcasc the net employment impact (Lehr et al. 2008).’ Finally, an April 2009 study conducted on 
behalf ofthe European Gommission’s Directorate-Cicneral Energy and Transport shows "(pjolicies that 
support renewable energy sources (RES) give a signifeant boost to the economy and the number of jobs 
in the EU. Improving cument policies so that the target of 20H RES in foial energy consumption in 2020 
can be achieved will provide a net effect ofehout 410,000 additional jobs and 0.24% additional gross 
domestic product (ODF)” (Ragwitz et al. 2009). 

In general, comprehensive analyses show that net employment unpaefs are sensitive to assuraption.s 
regarding future energy prices, strategies for addressing greerhou.se gas (OHG) emissions reduotioiis, 
and the capacity to export technology. Wifo increased awaiencss of potential energy price scenarios, 
recent research has found that it is only when conventional energy prices are forecast to be very low that 
net employment impacts from RE investments are negative.* 

Conclusions 

The recent report from King Juan Carloa University deviates from the traditional research 
methodologies used to cstimale jobs impacts. In addition, it lacks transparency and supporting slatisdcs, 
and fails to compare RE technologies wlCn oomparabie energy industry metrics. It also fiiils to account 
for important issues such as the role of government in emerging markets, the success of RE exports in 
Spain, and the fact that induced econoitric impacts can be attributed to RE deploymeoL Finally, 
differences m policy are signifrcaui enough that the resnits of analysis conducled in the Spanifo context 
are not likely to be indicative of workforce impacts in the United States or other countries. 

Energy policy has always been a politically charged subject And in today's economy, where job 
creation is at a premium, questions pertaining to the impact of energy policy on employment magnilj' 
tlie sensitive nature ofthis debate. Measuring long-term economic and employment impacts is a 
complex task, sensitive to an array of unknowns, including future prices for both conventional fiiel and 
renewable energy. Because this work is highly sensitive to assumptions and the quality of research, it is 
critical that policy makers seriously evaluate the work presented to them; and even after careful scrutiny, 
place jobs estimates within the broader context of energy, the economy, 'die eajvironment, atxl the foturc. 


° Henuninbly, this is the same resource that the King Juan Carlos Umveraity Bothors use to argue tinl the Spanish economy Is 
tonns jobs ss a nusih of hs polictea promoPng renewable energy. 

’ Bvtn with conservative essumptions relative to today’s priocs - where rtttewable energy is nor expnlod to be wholly cost- 
competitive until 2020 (at oil prices of S60 per barrel in 2020 and COi at ei S per ton] - there is a net positive impact that a 
iurihet boosted by IcclinolDgy exports. It is only in the tnoa extreme scemrioa with very low energy prices (130 per barrel oD 
in 2020) and rm exports of R£ equipment, thst the net ctnployirreiit impsot of Gerresay's fuedtin larrfr poticies is negative 
(Lehr etai 2008). 

* In most recent analysis, eloctricivqsrice iiiorea.se9 from renewable energy deployment are minimal. The U.S. Energy 
loformalion Administralion's analysis of two scenarios with a nslional 25% rtrrcwablo energy standard (RES) showed that 
nah'cinal cha-tricity prices are impacted by less than 1 % by 2030 (SiA 2009). A similar KREI . report showed titat of the RES 
proposals analyzed, no stale experiences electiictty price increases of more titan 5%, and most stales actually crcpericnce 
electricity price decreases rather than increases (Sullivan et al. 2009). 
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Chairman Broun. Anything else? Okay. Witnesses excused. The 
hearing is now adjourned, and thank you all very much. 

[Whereupon, at 4:05 p.m., the Subcommittee was adjourned.] 
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Answers to Post-Hearing Questions 

Responses by Dr. Kenneth Green, Resident Scholar at the American Enterprise Insti- 
tute 


SUBCOMMTTTEE ON INVESTIGATIONS AND OVERSIGHT 
HOUSE COMMiriUE ON SCIENCE, SPACE, AND TRCHNHOLOGY 

Green Jobs and Red Tape: .Assessing Federal Efforts to Encourage Employment 

Wednesday, April 1 3, 20 1 1 
2:00 p.m. -4:00 p.m. 

Questions for the Record Submitted to Or. Kenneth P. Green, 
Resident Scholar, The American Enterprise Institute 


■4BBssers to questions Submitted by Dr. Paul Broun. Chairman 

KG: Contextual information: The slews expressed below are solely those of Kenneth P. 
Green, and do not represent the slews of any other individuals or organizations. 

When the term “minimally'-rcgulatcd market” is used, please understand that I am 
referring to markets that exist within a framework of necessary guarantees of civil, 
political, and economic rights, enforcement of contracts, and remediation of genuine 
market failures vvhere the benefits of remediation exceed the harms of intervention. 

1 . Your testimony highlights the issue of job destruction in one sector of an economy that often 
accompanies job creation programs elsewhere. 

a. Would addressing the issues highlighted in the Chamber of Commerce’s recent report 
on regulatory issues and litigation that accompanies green projects be a more 
effective way of creating jobs? 

KG; 1 have not studied the Chamber's report on regulatory issues and litigation, thus I 
cannot comment. 

b. Are there other ways of creating jobs that do not involve spending taxpayer money or 
destroying jobs in other sectors of the economy? 

KG: Through my study of economics, and via discussions with many respected economLsts, 
1 have come to understand that what creates jobs in a market economy is the interaction 
between profit-seeking entrepreneurs willing to invest capital in the production of a good 
or service, and consumers who feel confident enough about their financial situation to be 
willing to purchase additional goods and services. As demand grows for a product or 
service grows, people are hired to produce enough supply to satisfy' market demand. 
Government, which does not have capital of its own, can only steer capital from one area of 
the market to another, which has been demonstrated to cause net job losses, rather than 
net job “creation.” 

Because the scope of our government’s intervention in markets have gone far beyond what 
constitutes only the necessary action.s conducive to a minimally-regulated market, there arc 


159 


many areas of the economy that might expand were government to lighten up on the 
“choke” of excessive interventions. Thus, they could reduce the “throttling” effect that 
comes with governmental over-reach, such as excessive, and inefnciently designed 
regulations that needlessly impose economic harm on the economy. They could also reduce 
economic throttling by revising the tax code so that consumption is taxed, while 
productivit}’ and savings are not. Finally, at the macro leveL government action that 
addresses the nation’s fiscal problems and hence promote consumer confidence could allow 
markets to flourish, creating economic productivity and jobs. 

2. Has Europe continued providing subsidies for green energy? 

KG: Europe has been a leader in subsidizing green energy, but in recent years, they arc 
fmding such subsidies both harmful to their economy, and fi.scally unsustainable. Studies of 
the European experience with green-energy subsidies show a pattern of elevated prices for 
electricity, net job losses, industrial flight, rent-seeking, and outright corruption. 

3. American stimulus funds have been used to purchase wind turbines manufactured in Europe 
and China. In contrast to job destruction in Europe caused by their enviromnenta] 
regulations, do you have any estimates on how many European jobs have been created due to 
American stimulus funding? 

KG: Because relatively little of the stimulus money allocated for green energy has actually 
been spent, and because goveruments arc not terribly forthcoming with the kind of 
inl'ormation needed to document foreign job creation stemming from U.S. stimulus 
funding, 1 cannot offer an estimate on how many European jobs have been created with 
G.S. funds. However, reports in the media and by government agencies suggest that a 
significant share (in some cases the majority of project spending) has goue to foreign 
companies in Europe and Asia. 

4. Do you believe stimulus funding is contributing to the hollowing out of our nation's 
manufacturing base by importing key alternative energy tcchoologies such as wind turbines? 

KG: .As we didn’t swrt with a terribly large alternative energy sector, I would be hesitant 
to blame the stimulus for “hollowing out” a significant amount of manufacturing in that 
sector. In a normal minimally-regulated market situation, 1 would say that the “best” use 
of capital would be to buy what we need as inexpensively as possible, regardless of national 
origin, so long as our source was complying with intcmatioDal trade regimes. But because 
we are talking about money taken from taxpayers by government fiat, and allocated 
without regard to their choices by bureaucrats and regulators, an argument can be made 
that if the monev had to be spent, it would have benefited American taxpayers more if It 
were spent here, rather than used to import foreign goods to the profit of foreign 
manufacturers and foreign laborers. 

5. As this Subcommittee has investigations and oversight responsibilities, have you seen any 
similar examples of corruption in the green area similar to what you discovered in Europe? 
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KG: I am unaware of any outright corruption in the green sector here in the United States. 
This could be due to the relatively recent entry of the L'.S. into the green enei^ ‘race;’ it 
could be due to the mainstream media’s clear support of the green-energy agenda; or it 
could simply be due to the opacity of the overall effort to stimulate a new “green economy'" 
here in the United Stales. 

6. Are there parts of the federal investment m the green economy that you would recommend 
we pay more attention to than othen due to the greater possibility of corruption or 
malfeasance? 

KG; While this is outside my area of expertise, I w ould be wary of spending U.$. funds in 
jurisdictions where property rights arc poorly defined, the rule of law is weak, 
transparency is limited, and where the potential for corruption is correspondingly high. 
This would include various countries in Europe and Asia, where we have already seen 
evidence of such corruption in the green sector. Domestically, I would be wary of no-bid 
grants and contracts, or grants for applied Research and Des'elopment, w hich can often be 
based on little more than ‘S'aporware.” While exaggerating the market-readiness of a 
proposed technology might not count as outright corruption, I would have to say it’s on the 
margin. 

7. The Admuustration has made a very high profile effort to invest a significant amount of 
taxpayer money in job creation focused on green jobs. 

a. How should Congress evaluate various job creation proposals? 

KG: “Job creation” should be evaluated on a “net jobs” basis. That is, the amount of 
money spent to “create” a job in “endeavor A” should be evaluated on the basis of bow 
many comparable jobs that same amount of capital would create if invested in the overall 
.economy. Better still, one should compare the spending to “create” jobs against bow much 
a comparable job costs in minimally-regulated parts of the economy. Any “job-creation” 
proposal that cannot be shown to create jobs on net should be rejected out of hand. Any 
“job-creation” proposal that relies on np-ffont and continuing taxpayer subsidization 
should be considered dubious, and would best be avoided. Any “job-creation” proposal 
that relies on numerous assumptions about consumer behavior that are at odds with 
established estimates in respected literature .should be cousidered high-risk proposals, and 
studied with great care. 

b. WTmt is an appropriate cost, if any, for American taxpayers to pay to create a single 
job? Is it $100,000, $1,000,000; $10,000,000; etc...? 

KG: Just as minimally-regulated markets reveal the amount that a consumer is willing to 
pay for a good or service, only similar markets in labor co.sts can reveal what the 
“appropriate” cost of a job .should be. What matters is comparability: thus, if the 
government wants to know what the appropriate cost is to pay a government-employed 
fire-lighter, they should base that determination on the comparability of the job, and the 
total compensation of a fire-fighter in the private sector. The problem with this is that there 
arc many factors that go into “comparability” w hich are impossible to define broadly, 
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including regional cost-of-lhing issues, regional risk variations, seniority/experience issues, 
individual productivity issues, etc. The “knon ledge” of what the right salary is for a given 
job is diffuse, and not held by any one group in the economy. Rather, compensation 
emerges from the interactions of individoals trading in labor in a minimally-regulated 
market. 



Kenneth P. Green, D.Env. 
Resident Scholar 
American Enterprise Institute 
1150 17“’St.NW 
Washington, DC 20036 
IcgreenSiaeLorg 

(202) 862-4883 
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Responses by Dr. David Kreutzer, Research Fellow in Energy, Economics, and Cli- 
mate Change, The Heritage Foundation 

David W. Kreutzer, Ph.D. 

Research Fellow in Knergj- Economics and Climate Change al 
The Heritage Foundation 

Answers to questions submitted by the Honorable Dr. Paul Broun, Chaarman, 
Subcommittee on Investigations and Oversight, House Committee on Science, Space, and 
Technology concerning testimony given on Wednesday, April 13, 201 1, during the panel 
titled “Green Jobs and Red Tape: Assessing Federal EfTorts to Encourage EmplovTOcnt.” 

1. With the significant job loss estimates that will result fi-om cap-and-trade systems, 
one has to wonder if the cure is worse than the supposed disease. Do you have 
suggestions on better ways to proceed in determining our nation ’s energy policies? 

Answer; 

The high cost of cap-and-trade regimes is even less justifiable once petiple realize these 
regimes have neglipble impact on the supposed disease — global warming. Even using 
the upper end of the estimates on climate seasitivity to carbon dioxide emissions fiom the 
Intergovernmental Panel on Climate Change, the impact of a bill like Waxman-Markey 
would only moderate temperature increases by thousandths of a degree in 2050 and 
maybe a few tenths of a degree in 21 00. 

Subsidies and mandates that foist overpriced and unreliable energy on America’s families 
and businesses will not be good for the economy now or in the long rua The best policy 
would ensure that energy producers have access to our own energy re.serves and that 
businesses and consumers be allowed to make their own choices over technologies and 
energy sources without government interference. 


2. Your testimony gives three examples of projects that are facing serious financial 
problems even after receiving U.S. loan guarantees. 

a. Are there more troubled projects out there that we will begin to hear about in 
the months ahead? 

b. Do you have arty sense of whether these projects received loan guarantees due 
to political favoritism or heavy lobbying, rather than on the merits of their 
proposal? 

Answer; 

We have not investigated aU the projects that have received loan guarantees and cannot 
predict which ones will receive unwanted publicity because of financial setbacks. 
However, vve should note that if a project truly cannot gel private financing (w'hich was 
one of the requirements for the project mentioned in my testimony), that is a significant 
vote of no confidence from the mmket. 

I do not know why some projects get loan guarantees -and some do not, but it is not 
according market criteria. The government loan guarantees are issued according to 
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bureaucratic impiementation of federal legislation, which is suited to different 
influences and disciplines than loans made in private markets. 


5. The Administration has made a very high-profile effort to invest a significant amount 
of taxpayer money in job creation focused on green Jobs. 

a. How should Congress evaluate various Job creation proposals? 

b. What is an approp-iate cost, if any, for .American taxpayers to pay to create a 
single job? Is it 5100,000; $1,000,000; 510,000,000; etc...? 

Answer 

All job-crcation policies should be viewed very skeptically. Because the resources used 
to create a job in one area would have been used in other areas of the economy, there will 
be offsetting job losses. A better approach would be to compare the value produced in 
one area to the value lost elsewhere. 

It is not possible to put a number on the reasonable amount for creating a job, for at least 
two reasons. First, not all jobs generate the same level of output and income. So, we 
would expect to make a greater investment, both in equipment and human capital, for a 
surgeon’s job than for a suburban teenager's lawn-mowing job. Seeond, as mentioned 
above, the jobs created are not likely to be jobs created on net but wiE be ofifeet by job 
losses elsewhere. 

The cost, of government programs should be compared to the direct benefit of the 
expenditure. The cost or price measures the value of what is lost elsewhere in the 
economy. For instance, is the additional security provided by another aircraft carrier 
worth the cost; is the value of the widened highway worth the cost; or does the solar 
panel provide electricity that is worth more than its cost? 

Though (he costs and benefits are often dilGcult to quantify, adding a jobs-created 
measure only muddies the waters. It would make little sense to enact a program that 
creates more jobs but reduces the salue of economic activity, since this would mean 
people are tvorking more for less. 

So, the appropriate criterion would be whether the value of the program’s goods or 
services exceeds the cost, as well as these values can be estimated. 
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Responses by Dr. David W. Montgomery, Vice President, NERA Economic Consulting 

SUBCOMMirrEE ON INV'ESTIGATIONS AND OVERSIGHT 
HOUSE COMMITTEE ON SCIENCE, SPACE, AND TECHNHOLOGY 

Oreen Jobs and Red Tape: Assessing Federal Efforts to Encourage Employment 

Wednesday, April 13, 2011 
2:00 p.m. - 4:00 p.m. 

Questions for the Record Submitted to Dr. David W. Montgomery, 

Vice President, XERiV Economic Consulting 


Questions Submitted bv Dr. Paul Brou n. Chairman 

1 . Your testimony highlights the role of Federal Research and Development (R&D). Since this 
R&D occurs in federally owned labs, federally funded research at universities, and through 
direct federal R&D grants, 

a. Is there a difference in the type or quality of research produced in these settings? 

b. Do you have a preference for where federally funded R&D funding should occur? 

Answer: 1 believe there is. Federally-funded university research is highly important. It 
provides support to independent researchers, thus increasing the likelihood that high-risk 
research with the potential to lead to breakthroughs in technology will take place. It is 
also critically important to increase the number of qualified scientists and engineers to 
undertake energy research without draining resources fiom other fields. Federal funding 
of universities is also important to maintain open communication of research results and 
even lack of progress, wluch is increasingly threatened by the profit motives of 
universities that are holding and profiting from intellectual property created by their 
faculty. 

There is a danger that even university research will be exce.ssively narrowed by managers 
of federal funding, who want to make sure that their grants are successful and therefore 
take loo few risks. But this danger is much greater with direct grants, which carry out the 
program designed by the Department of Energy. In both cases it is very important to pul 
this funding off-limits to earmarks, which can reduce the quality of research and distort 
the direction. 

Both of these types of research have had significant successes and both have produced 
pedestrian work of low quality; the differences can largely be attributed to the design of 
the Federal program and the quality and motivation of the DOE R&D managers. Dr. 
John Houghton, a program manager in the Office of Energy Research, produced high 
quality research in every field he sponsored, because he was a risk taker, understood the 
science without trying to direct it excessively, and understood the Federal role. But 
creating an enviroiunent in which new and established researchers can compete on a level 
playing field and in which peer review is utilized effectively is probably more likely in 
dealing with university research. Direct grams work when the R&D manager knows 


165 


exactly what he wants - which is more characteristic of defense than energy R&D. When 
all we know is that we need the best researchers concentrating on fields that could 
produce social benefits, funding for universities is probably superior. 

1 belie^'e that all Federal laboratories should be spun off to the private sector. They arc 
Ear too vulnerable to earniarking and pork barrel allocation of funds, and are designed to 
spend far too large a portion of their budgets on dc^'cloping policy prescriptions and on 
carrying out demonstration projects in which Federal funding should be minimized. 

2. The Administration has made a very high profile effort to invest a significant amount of 
taxpayer money in job creation focused on green jobs. Are there other federal efforts that 
could more efficiently help unemployed Americans and stimulate the growth of the green 
economy? 

Answer: There is no way to simultaneously help currently unemployed Americans and 
provide effective incentives for a long term shift in technology development and shift in 
the structure of the economy. Creating the technology basis for a lower carbon economy 
requires starting with funding at the R&D stage to develop the science base fiom which 
breakthrough technologies can be developed, and to provide success-oriented incentives 
like prizes and guaranteed purchase programs for the development of those 
breakthroughs. Simply subsidizing the deployment of current technologies will not 
create a green economy, since those technologies are too costly and nanow in application 
to survive once gos’emmenl support is withdrawn - as it must be if we arc to maintain a 
private enterprise system in this couniiy. And none of these expenditures will happen 
quickly enough to ^ of any benefit during tire extended recession, since they are for long 
lead time projects and research. Even with current macroeconomic policies, the recession 
will be long behind us before a green economy reaches significant size. 

For the currently unemployed, the best policies are macroeconomic and reduction in 
regulatory burden. These include making tax cuts permanent so that consumers and 
investors cun spend with confidence, terminating unemployment insurance so that the 
unemployed have an incentive to go back to work, and halting the proliferation of 
regulations that are reducing die returns on investment and creating uncertainties that 
hold spending back. 

3 UTial is the appropriate role for the Federal Government related to research and development 
for energy technologies? 

Answer: The appropriate role for the Federal Government is to support basic and applied 
research, as it does for all other technologies of national importance, and leave 
development and deployment to the private sector. To the extent that energy research 
needs to be shifted into directions that could help achieve environmental goals, that shift 
should be brought about by choosing fields of basic and applied research with most 
promise for providing advances in energy icchnologics - for example, genetic research, 
nanotechnology and membrane research - and fund them most heavily without 
specifying particular energy applications. This should be supplemented with rewards for 
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successful innovation like the X-Prize, to motivate many contenders to take risks wth 
their own best ideas in hopes of fame and fortune. 
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Responses by Mr. William Kovacs, Senior Vice President, Environment, Technology, 
& Regulatory Affairs, U.S. Chamber of Commerce 


Chamber of Commerce 

OP THE 

United States of America 


William L. Kovacs 
SENIO* VlC« ^KEStOENT 
i^ATVlKONMI-NT. TkcIIMOLOCI * 
ReCOtATOEV Af'AliS 


1615 n STAEBT, S W 
WaShINGTOK. D C. 20 U 63 
463-5*57 


May 23. 201 1 


Hon. Paul Broun, M.D., 
Cbamnan 

Subcomtnitiee on Invcstigadoo-s 
and Oversight 

Contmittee on Science, Space 
and Technology 
U.S. House of Representatives 
Washington, DC 3051 5 


Hon. Donna Edwards 
Ranking Member 
Subcommittee on Investigations 
and Oversight 

Committee on Science, Space 
and Technology 
U.S. 1 louse of Representatives 
Washington, DC 20515 


Re: Greev Jobs and Red Tape: Assessing Federal Efforts to Encourage 
Employment 
Questions for the Record 

On behalf of the U.S. Chamber of Commerce, the worid’s largest business 
federation representing the interests of more than three million businesses and 
organizations of every' size, sector, and region, below are my responses to the 
Committee’s questions for the record from the hearing titled “C^een Jobs and Red 
Tape: Assessing Federal Efforts to Encourage Employmient,” held on April 13, 201 1. 

1. Energy' costs continue to increase in this country. Yet it seems every week 
there is a new story about a domestic energy project challenged in court or 
at an agency permitting process, regardless if it is a coal plant or wind farm. 
There is always someone ready to complain and file a law's!!!!. \ our w'rittcn 
testimony references an editorial in the Vermont Journal of Enviromnental 
Law that highlights the negative environmental impact of NIMBYism, the 
Not In My Backyard thinking, that delays or stops environmentally 
benefici-al projects from proceeding. 


May 23, 2011 
Page 2 of 5 
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a. Can you provide any thoughts about ways to ensure that 

environmental benehts arc fully factored into the permit decision 
making process? 

Response : I would argue the contrary: that the current weighting system used by 
federal agencies in environmental resdews weighs too heavily on the side of 
environmental benefits and too weakly on the side of economic benefits. And the 
problem is getting worse. 

Consider what the Coundl on Environmental Quality (CEQ) is currently doing 
to redraft die Ptindplcs and Guidelines used by the .Many Corps of Engineers to carry 
out water infrastructuie projects. Section 2031 of the Water Resources Development 
Act of 2007 (WRDA) requires that the 1983 Principles and Guidelines be revised to 
allow the Army Corps of Engineets the flexibiliiy to choose a water resources project 
alternative that does not provide the absolute maximum net economic development 
benefits if a reasonable overriding reason exists — for instance, the alternative 
accomplishes the project purposes while providing greater ecosystem rc-storatioo 
benefits. ITie reverse is also true: Section 2031 authorizes the Secretary to choose an 
alternative that docs not provide the absolute maximum net ecosystem restoration 
benefits if the alternative accomplishes the project purposes while providing greater 
economic benefits. ITie bottom line is Congress enacted Section 2031 to give balance 
to the deasion making process and provide the Army Corps increased flexibility to 
earn' out its work. 

Instead, CEQ has assumed this task and has proposed a laundry list of 
em-ironmental and social reasons not to complete a project And it seeks to make this 
laundry list the “policy of the United States,” appUcable to all federal water resources 
implementation studies. If codified, the guidelines would result in precisely the sort 
of mbaJance Congress set out to avoid. It would certainly not “maximize sustainable 
economic development” as mandated by the Congress in Section 2031. 

On tlie overall issue of environmental protection, the struemre of current 
environmental statutes and regulations, literally allows environmental concerns a veto 
over all economic concerns. Specifically, every major environmental statute contains 
“citizen suit” provision that allows anyone to challenge any federal activity that is 
contrary to any slamle or federal environmental regulation. Since the 1970’s when the 
environmental laws were passed, the U.S. Environmental Protection Agency has 
pubhshed over 30,000 pages of regulations and since any dlizen can sue for an alleged 
violation of any provision on any of the 30,000 pages, lawsuits have proliferated and 
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ha\'e literally stopped robast economic development in the United States. This point 
is soundly established in my testimony on Project No Project. 

A 6nal complicating factor that places emTronmental concerns over those of 
economic concerns is the rapidly expanding list environmental and social concerns 
that are factored into environmental reviews — such as climate change, lliese new 
considerations along with 30,000 pages of regulations have distorted the weighung 
process to such an extent that environmental concerns will almost always outweigh 
economic concerns in a federal project, lliis is not only a reopc for a failed project^ it 
is also a recipe for huge job losses. 

b. To your knowledge, has the Administration intervened in any way 
against these NIMBY complaints on behalf of environmentally 
beneficial projects likes the ones cited in your report? 

Re.sponse : To my knowledge — w'hich is limited to the research the Chamber 
perfoimed on Project No Project — ^the Administration has not intervened in any way 
against NIMBY complaints that seek to stall environmentally beneficial projects. 
However, federal agencies are often the defendants in those challenges, and 
depending on the project, the Admim.sttation will sometimes choose to defend. 
However, its defense of a NEPA challenge against a renewable energy project will 
often differ from its defense of a permit for an offshore dril l in g project 

There arc instances, however in which the administration could have done a far better 
job of pushing back against NIMBYism, rather titan what appears to be exploiting 
NIMBYLsm to further delay a project Perhaps the best illustration of this point Ls the 
Cape Wind project As we all know Cape Wind is the poster child of a project being 
delayed. Cape Wind filed it first application for a permit in 2001 and the permit wa.s 
challenged on numerous grounds for a decade. On April 19, 2011 the Department of 
Interior issued its final approval for the project. Unfortunately three weeks later The 
Department of Knergy put its loan guarantee for the project on hold thereby forcing 
Cape Wind to find financing in the private market which is making it more difficult to 
find enou^ investors to immediately begin construction. This is a perfect example of 
how the administration assists the NIMBY movement 


2. The Administiation has made a very high profile effort to invest a 

significant amount of taxpayer money in job creation focused on green jobs. 
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a. How should Congress evaluate various job creation proposals? 

Response : Hearings such as this one arc an excellent start However, in addition to 
the investigation that is already being conducted, I suggest examining the types of 
pro)CCts that were undertaken — ^i.e., their size and scope — and determining whether 
the permitting process for some of the largest projects made them unappealing to 
federal agencies that were given a mandate to complete projects in a short time. As 1 
wrote in my testimony, over 1 80,000 of the 272,000 Recovery Act projects covered by 
NEPA received the most expeditious form of compliance treatment possible — a 
categorical exclusion — and work was able to begin and jobs were created.’ Moreover, 
only 830 projects received an environmental impact statement, the longest available 
process under NEP.^.^ While these ckcumstances confirm recognition among some 
policymakers that the permitting process is harming our ability to grow our economy, 
they also point to a more disturbing fact that if an agency wants to get a project done 
quickly, it will only choose the project that qualifies for a categorical exclusion. These 
will almost always be small projects. For the nation to begin to build large projects 
that create a large number of jobs. Congress needs to enact permit su-eamlining 
legislarioQ. 

b. Are there other federal efforts that could more efficiently help 
unemployed Americans and stimulate the growth of the green 
economy? 

Response : As set forth in my written lesiimony, I believe a stronger dedication to the 
federal Energy .Savings Perfo rman ce Contracting (ESPC) program could help create 
jobs while stimulating growth of the green economy. ESPCs are a critical tool tliat 
will enable the Federal government agencies to meet statutorily-mandated energy 
reduction goals at no upfront cost to taxpayers. If utilized to their full potential, 
ESPCs can create tens of thousands of full mne jobs. 

Another way to stimulate the growth of green jobs would be to enact permit 
streamlining provisions for green energy projects. As I discussed in my testimony 
almost 45% of the projects identified in Project No Project were green energy 
projects that could not get permits in any reasonable amotint of time. Permit 


' ills Eighth Repon on Ihe National Enviroiunenlal Policy .^ct Status anJ ProEress for .American Recovery and 
Reinvestiseat Act of 2009 Acliviiics and Projects^ available at 
0 /cotLrep<)cts/^n5j:oil£r^ 
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streamlining has been effective for certain infirastructurc projects, e.g. highways and in 
Stimulus Act for smaller projects with the use of the categorical exemption. Similar 
type efforts could be applied to green energy projects. As was discovered in Project 
No Project the challenges to projects were asserted sequentially; meaning that as one 
challenged failed another challenge would be made. The intent of this approach wa.s 
to delay a projea indefinitely so that the developer would either lose its financing for 
the projea or exceed any time limits impo.scd as part of the permitting process. In 
both cases the project would nor move forward. To address these lacrics Congress 
could require that all challenges be consolidated and filed within a short period of 
rime, ie. six-months. ThLs type of procedure allows all who challenge a piojea permit 
to retain all existing ti^ts but it would require that all rights be exercised in a 
reasonable period of time. A process like this is needed if the U. S. is ever to get 
serious about building significant projects. 


Thank you for the opportunity' to testify on tliis liighly important topic. Please 
do not hesitate to contaa me or my staff with any further questions. 


Sincerely, 


VCTlham L. Kovacs 


o 


